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/ . V ; > >HoxrBB OF RErassfiimTmss, * 

t**')^ -V Sto^OBIMTITEB ON POSTOEOONDART 

* : ^ CoMJOTTJiB ON Editoation AND Labor, 

'"''^^■'^'■'^^ , y Washington, D.C. 

The subcommittee met,, pursuant to notice, at '1:11 p,m, in room 
2176, Raybum House Office Building, Hon. William D; Ford (chair-" 
manof the subcommittee) presiding. . r 

Members. preseAt'^ Representatives Ford, Cornell^ and Bucluuuai. 

Staff t>reBent: Thomas R. Jolly, subcommittee counsel^ Patricia 
Ksaler, subcommittee clerk-legislative asgociate: William F. (Jaid, 
committee associate general counsel ; and Christopher T. Cross, minor- 
ity staff director. 

\Mr. FoBD. The hearing on the Middle Lxcome Student Assistance Act 
TviU now cotae to order. We will no^ resume the meeting of the Sub- 
committte on Postsecondary Education. Along with other difficulties, 
we have had time changes, and we now have a vote on ^e fliDor. I want' 
to thank those who came, will vote quickly,* aiid, return later* I will 
take a chance on missing a' vote.- We have already' asked people to stay 
longer than they intended. There have befen unfortunate conflicts. 
[TTietext of KR. 108j5^ folloWsT] 

> /i^"' ' * 10864, 05th Cong./2d 8688.1 

■ . ■ # ■• . . 

A BILL To amend ^Uie Higher Edacatlon Act bf 1966 to Increase the ellfflbUlty of middle- . 
income students for the various forms of student assistance livallable under such Act, and 
.for other purposes 

* ^Be it enacted W the Senate and Houte of Repre$entative8 of the UnUed States 
of Ameriod in Okngreaa assembled. That this Act ihay be cited as the "Middle 
Income Student Asslstan^re Act of 1978". 

Sec. 2. (a) Section 411(a) (2) (A) (1) of the Higher Education Act of 1965^ , 
hi amerided by inserting before the period at the end thereof the foUowing: 
except 'thatr; the amount of such grant shal} not be less than' $250 for any 
Student whose annual adjusted family income (determined In accorjlance with 
i^gulations prescribed by the Commissioner) does not exceed 92SfiW\' ' ^ 
"Xh) Section 411(a>i (2) (?) (11) of tbat Act is amende* to read as follow*: 
. "(il) No basic grai^t under this subpart shall exceed whichever Is the greater 
■ofw . ' ■ • , ■ , • ' ^ • 

" (I ) the difference between the expected family contribution for d steient 
and the actual co^t of attendance at the institution at which: that StflVent 
is in attendance, or t . 

"(11) V 
If with respect to any student, 4t Is determined that the amount ot ir^asic 
;|frant plus tfye amount of the expected family contribution for thatjjilident 
exceeds the actual edit of attendance for that year» the amount- of the (basic' 
grant shall be reduced until the combination of expected' family contribution 
and the amount of the basic gnkut does not exceed the actual cost of attendance. 

- • (1) • . *. ■ • . 



^*wt tiltt any w*i<^ imragraph^shiiU not r^auce the amount 

€( iMivIc ffi^U tu^ 1260 : ProvidfH, That,, in the case of > singli 

independent student with no^epe^^ to basib grant under this subpart shall 
«xee0d ^ difltedAcd between the expected lamily contribution for « student 
iad ti^ aistoeil cost of #ttei^lince at the Institutidn at whidi that student is in 
'-itftfiidn ^i ^T^^*'* rii^^ to >ucb 8^ student, it is determined 

^^•^IliM ifliotmt'd^ bwc griemt piud.the anioiro^ the expiecteA family con* 
iitl<m Jor titiAt student exceeds t^ie actual cost of attendance for that year, 
Q<hmt of th^ M reduced until the, combination of ex- 

family contribution and t|lie amount of the basic grant does not exceed . 

Kagtualcostofatteii^uTO . * . xSa^^ 

T(cX Section 4U(a) f2) (B). of that Act is amended by .striking out subdivi- 

sion tiU) and by r^eeignatm subdivision (iv) as snbdlTision (ill). 

Section 411 (a) (8) (b]t^that Act is am^ndett by adding at the end thereof 

theJollo]^: ^ 

<'Ihaddltioia;BUdt regulations sb^ o . 

9> prbride that the portion of assets ^hich shall be exempt from assess- 
ment for contribution for an independent student whto has one or more 
-dependent^ shall be the same as the portion so exempt for, the family of a 
d^iffindiBht student ; . .. ^ 

'(U) proigide that the rate of assessment for contribution on that portum 
of assets Of such an Ind^slendent student which is not^ exempt under sub- 
- division (i) shall be the same as the rate applied to jthe comparably por- 
tion oliuwets of the family of a dependent student; and . ^ „ 
"(llf) ia establishing a portion of effecUve family income, which shaU 
be exempt from assessment for contributloh* by Veason of subsistence re- 
aulrements of independent students w}io have no dependents, use the same 
wUhM for computotion of such portion for sjich students as Is used for 
depeitdent students and for independent students who ^a^o^^Sg^^^tSj. 
(e) 8ecti<m 411(b) (5) of tf^t Act is amdnd^ by. striking out "|?a7,400,0Q0' 
in BuWagwph (B) and inserting in Ueu thereof ^$^^ 

(f) Section 411(b) of that Act is amended by addlnig at t^ end thereof the 
following I ' / 

"(e) No payments may be made on the' basis of entitlemelits established under 
this subpart during the fiscal year ending September 80, 1080, In whl^i-r . . 
"CA) the ap|woprlation:for making grants under subpart 2 of this part 
does not at least equal ?460,000,000; and - 

'S(B) the appn^rlation for work-study payments under section 441 or tms 
title does not at least equal $600,000,000; and . ' . , T ^ 

"(O) the appropriation for capital contributions to student loon funds 
• under part B of this Utie does not tft least equal $280,000,000.". 
(g) Seetitya 415B of that Act is amended by striking out "$76,000,00^ and 
inseirtlnginlleu thereof "$100,000,000."* . . ^ 

Bec 8 Title IV of the Higher Education Act of 1965 Is further amended— 

(1) in section 428(a) (2) (B) by*.striking out ^'$26,0OO*' each place it ap- 
, pears and inserting In Ueu thereof "$40,000". x« 

(2) (A) in section 488(b) (2) (A) (11) by striking put "3.5 "per centum . 
*frOm such average" and Inserting in lieu -thereof "8 per <<entum from such 4 

average dutrbig any period of repayment or substracting aS per centum 1 
from such average during any other period" ; . . " 

(B) In section i88(b) (2) by adding at the end thereof the following new 
. subparagrafA : ' ^ ■ , 

"(D) For purposes of subparagraph (A) the term *periodrof repayment' s^eans 
any period during which any Installment of principal has become due In accord- 
ance with section 427(a) (2) (B) or 428(b)(1)(B) and such insUUment is not 
eligible for deferml pursuant to section 427(a) (2) (O) or 428(b) (1) (M)."; 
(8) in section 488(b) (2) (B) by striking out "(1-)"; and . jfe 
' (4) in section 488(b) (2) (C) by stiking out the period at the pnd thereof 

. , and Ins^ting in lieu thereof the following :^ " ; or (11) cause such allowance 
to be less tha^ 1 p6r centum for any stich period, ti^e £Q>ecial allowance- rate 
, to be paid for kny such period shall be increased to^the lowest otae-eighth of 

1 per centum rate which would not cause such difference.". 
Saa 4. (a) Section 1208 of the Higher Educajtlon Act of 1966 ld*amended by 
'Striking out ", part O of title VII,*' each place it appears In subsections (a) and 
. (b). 
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lii^^^i; i^I^ I William Boweii, president 

.J : o| 1^ is also appearing here today in hia ca- 

r j^pWI^^ you have beenlihd 

mcHij^tO'm^ enter^ at this point in the 

^^^J^7 proceed to comment qn it, and to add or underline 
I JO"^** " you wish and as you see most appropriate, 

[The statement of WiUiam G. Bowen follows:] 
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TXBTIMOIVY PBBSlIfmi BT WlIXUU Q. BoWEK, PSCSIDEKT, PftlNCETON UNIVEBSITY 

•'AWD Cbairmait, Boabd or Directors, American Council on Education 

r. /;."..•'• . . ■ ' ' ' • " ' * 

Vt. and Haabcri of ^« Subeooaltcctf: > 

■ " . ■ * [ ^ . 

.In G. Bowtat Prcaldibt of Princatoa Univtrslty aad currant . 

^^ClUlrwm of thai Boatd of Dlrac\ora of ttia^^marlcaa CounclX oa .Educatloa. Tha 

'■''"» ^ ' - . ' • , . ' ■ 

ACE ia, aa you knov, tha "uabraXXa organlzatloa" for hlghar aducatloai aad X 

'. • ' ' ' ' ' • ' . 

,ballaya I apaak fox tha ovarwhalmlng majority o£ our mSunbar Instltutlooa la 

appJLaudlng Praaldaac Cartar for hia coanlt^at to an unpracadaated $1.2 billloa 

Incraaaa Is fadara^ atudant aid and Chairman Ford and his colleaguas for their 

afforta to bring f bout a dras>atl<! atrangthanlng of 'atudant aid pcogra&s. ' i 

Aa tha Praald«ffC of the, ACE* J^ck V. Paltaaon, has' ^ ready wired the. 

FraaidaQt en^ tha aponaora of the legiaUation, "the higher education commun ity, 

! : — 

atrongly aupport> ^tlia uaa exlaojag Aid. programs ^aa the most effective way to 



halp aiddla-lacoaa faolllee meet the coats of higher educatloa. We pledge ^o work 

with the Admittlatratlo a^ aad tha Congreaa to asia ure t^e moa t equitable and balanced 

• *T — \ — ' ' T. '■ ' : ~ ' • • — • 

dlatrlbutiotv qf ftinds among axietlng programs 'to me et the needs of students 

attending all tvo ae of inatitutlona."'^ » 

Over the leat decade the Federal Govemmant has made a major contribution 
to important national goals through a carefully developed program, of seslstance to 
etudenta 'that has increased educational opportunities sig!Uf leant ly. This nev 
initiaciva underscores and strengthens that 4;,ommitment. 

The bill before^this Subcommittee involves the Ii^gest Incrca'se ever 
proposed for federal student aid: an increase of 36 percent over the /Y 78 level. 
Vittv' an additional $800 million committed for Ti 80» the two-year increase would 
. to;al $2 billion, or 64 percent over the Ti 78 level of support. 

The Increasing problems of paying for higher sducatior. ofe evident^ and 
it la our view that^ the fairast approach- to. solving these pr^lems Is through 

student^ aid orograms that provide assistance on the basis of demonstrated nead. * 

T ' , ^ 
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^Vhilt i#4^ncUt|i girttUy ch« tiforU of chf tpo^oft ot cax cp«dic ItsUlacito 
^ addrtaa OhMt •am proi)l«Bt,' and particularly Co assiac ^ddU^-incoma famillaa» 
>• «ra convliicti c)iat cba aCudant aid approach ia prefatabla:(n:roiD the acandpoinc 
of MtiOMl poUcy, ,cha acudanl^ aid alcarnatiya would ba nora afffcciva and laaa 
coacly in cha long, run, aa %rell as fairar. 

Iri ^supporting acrongly cha vagnicuda and cha gcnaral incanc of cbia 
lagialacion, Z would also urga tha Subcooniccaa Co giva caraful atcanCion to Cha 
individual alaaanca of tha propoaal and chair impacc'on Chc overall aquicy and 
bAlanca of fadaral acudanc aid prpgrama. While *I hlive not aa yet had an^pporcunicy 
Co give the propoaala tl^e decailad ^ccencion cbe^ deeerve, I wane cbia aoming Co 
direcc your accancion to cvo apacific iaauee; 

1. In ite dielre co guaranc'ee Basic GranCa* cd^ all atudenca.wicb family 
incoMa iip Co $23,000, cba AdmlnisCracion propoaal^as* I underacand It would 
dlacribuce Che aaaa olniBum cwu;d of $2^ across a fairly wide income range from 
$17,300 Co $2S,0O6. To preserve Cbe imporcanc principle chaC aid ia based. on 
relACive flnanclml circua«Cancae, I hope che Subconalccee vlll conaidar alcernacive ' 
■odif icaciona in che Family Concribucion Schedule. Thltf principle can ba procecced 
if pare of che $800 million cdoifdcced for FY 80 ie epplied* Co changes in the Family 
Concribucion Schedule In FT 79; ic' could alsd be proCecCed Mthln Cbe $1.2 billion 
propoaed ^or FY 79 if the giuranCeed minimum grant vsm llalCed Co incomee up Co 
$20,000 rachar Chan $25,000; che'eize of che minimum granc coul<t\also be reviewed. 
Thle la a maccer Z believe deaervea furchar ecudy. 

2. It la vital to incxeaaa granc aid chough cha SupplemenCal EducaCional 
Opportunicy Granc program, maxwell aa chrough Basic GranCf. SEOGe are an ea'eencial 

■ ■ ■ ^ V ■■ 

•aopplemenC Co BEOGe, pkrclcularly for eCudenCa aCCendlng hlgher-prlced inatiCuCiona 
thac are boch public and privace. * ' . 
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fti^irlw •< MtHf nt for «U it«tet«. Tte c m»i « 9100 

*fsm mlHU Urni CmIUm «b»'W tMll'T Cm a BmIc Qjmti^^u0U ir«cy mU 
.la laUtte M dM oa«t» tli«y Imwco kMr.or hIm wr fftU t» fHAllfy tot mm tbm 



^ vnu imXM, te^. MMh ol^tha'i»<Mifiji1i1t prmMm for M^crodlto cmo 
fsw •■^K^ la pwnlMlj Ttin oiraaitoaeoo. Mi Z thlak cko ioatec «14 protras 
rtloli nil tiilTMi tlMO coMoxmo aock aoro offocdvoly K Ic loc Ao^ * 

^ ■ . ■ ' ' * - ' 

olflilliuat iacroooo is Sm fw4o. 

' . ■ r- " ' ■ ^ < 

iMOMOd SVG ofpsOfrlAtioo !■ ooo4o4 jb Mom Imt- md* «i441^ 

IMM offl— n of o roollotle opcioa of mmdiag o hlfbor-frtcoA iMClcutiM* 

ma ■fcoolil bo'iooft at m lavortMt ucloMl okJoctiT*, X wouU orguo, mc jooc 

^* taoM^ ifo M|C oodi t^fi^QMX atotat co hayo a roal opportoaiey to itemXiOf bio 

or hor Ul^Ks co tko*f«Uoot la tho laaclcattM due ao«M riflic fo^ hla or bur. 

Wt oloo boaaiMi cbo Uamli« MulioaJiiit at oil ofr ovr laaclciicioo# vlll ba a 

* nob bottor om if it U pooolbU fox lodlTUoaU jEroU diffaraoc fcOMda itai tlriT gMia 

to Uast cototbor. A txttXr daaacTatlc aodaty eanaoc afford to bovi ittaclCWiOM 4f 

/ bitba^iteemcloo atzf^lod by oeoooale clrcwataaeo^* Iter can im afford, aa a aoolocr, 

" CO laoo tbo valuoa of plm^Xm aal dlVarolty ropraoootod by a ^fV**** blfhor 

^tof^rroB tboc iJifliri^ bocb public ood prlvaca laaclcutiooa oAooar bioda. 

^ ; « lbo;«ilocla»lo?«l of noO fiAdias la elaarlf laooffl^aaLt. Zo aaodal a 



y^^Tf-W^y^b m 11,100 oaidM HOG grMC, tho avorasa U06 of |W7 viU ooat 
aBl7 27 pora«t .9i.. ^mm «rora«la« 13,700 at jj^ l«atia»tlo«. Tba 

«at Mod .^tlvMay yi^mo mA pobUe la«eltutlotto la obvtoualr far'sroacor, aod 
iaatltMioao mt ^t« balp acodaota by atipplaMAttag ^ HOG avpport a«c of 
tboi^ ooB Ualtod fiado. but laaclcotionai laoourcoa ara alraady ov«r«BMtfad, 
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•ftsU •twUmt, M U mtmmif 4i«trlWc«4» md atutou attMiUt collate 

. T« half mmkm ^ Om iltUrwmcm Wcvm thm mi 'of altoiaMca uti-tht 
Wmim Qtmt tm€ Im^ md al441*-lac4w vcu4Mt«. md to frovUo oom t^Mt 
•mUum« U llioM vllk lacoMo jMt Abm UK oil«Ulllty ottonainf Mora CMtly 
lteliliiCUM» npte »M14 W lncx%M£6r mAmfmttkXly mx tbo FY rt Iml ot 
$270 aUlUa. Ty ACI tiM ootiMto4 that m UcroAoo of 1100 alllloa. for oiu^^lo. 
mU r^Uo trMU 10 m otftfltloool IK.OOO otuteto froa al4^o-Uco«o fMtlloo. 

If II ro^roo •tfJ^t*o»t« lo other pArto of tho profroa, t wdu14 vrto tiM 
lilt r II Mil loo 10 UcroMO tbo tmAlm% tot SIOCo by ot looot tklo Mount for TX 1$. 
I mmf tntljl mmthualmatlc oupport that tho bill aa Utroducod by ChalrMa For^ mU 



ato OB UcroMo to 1450 alllloa for fEOCa U PT M. 

X «IM alrottglp aupport Um provUlona of tho bill aa Utroducod * 
mmXi ■■idiio • raU« for ColUgo Work ttudp to IMO alllloa la rt tO. imtk ^ 
■Mdatad lacraaaoa ara aacoasary to luaraBtoo that approprUtloaa vill W a«//l^ta«t 
tm Mtilala tte ooooatUl balaaco botvooa tho Uale Grant and tM caap«a*haaad prafr 
MtlMvl aitch MdlXleatloa of tho Chraaholda. thla critical balaaca mid ataM U * 
jaofardp- 

I bopa Caacraaa vtll a«i pnMptly ea thla lotiaiatloa to prairldo att<a< 

♦ 

rallaf for alddla-Uc4Ma f aalllaa U MotlJB« tho eoata af hlthar odmilaa far thalr 
ckildraa. Tha iMrleaa CoMcll on tducatlln would lUa to of far tha fti^oMlttaa 
aur fttllaal cooforattoa la provldlaA furthar UfocMtlM aad aaalpaia. 1 par t oaally 
Mttld ha glad ta halp la aay way thai I eaa. 

Va coMMad 7«w for laklac ouch an la^rtant atap. aad wo look forward la 
woffe^ vllh you to a<hiavo a piaja^ braakthrouth toward tha tMl of ■dacaciaaal 
■p mt aally for «11 ellltaaa. 
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RATEHiR or wnxxAiIro; warn, pBabniT, fxugbioi npi- 

'lEMMSn AID wTATliwAM BOAIO 0? SXBMtOBSi aAeBIOAI 

Mr. BowtjT. Thank TotftBry^Qch, Hr. Ch 
to' be Im^ I coogimtiuato you for your endoraruii^UminA, aim your 
db'fiMaliDowladiaoiihe lubjeeU that are bef<n^ ua. 

I am hm primarUy on bdudf of th^ 
on Education which, aa you know^^^jjjpiy umbrella organisation for 
hi|^er education * 

The firit part' of my statement consists of some very warm and very 
(beply hit wor^ of thanks which I believe I express on behalf of the 
membert'of the American Council on Education. Thanbi to Praident 
Caillr for his commitment to an unprecedented $1.2 billion increa^ 
in the Fcfderal studoit^d proffram. Thanks to you, Chairman Ford, 
and to your ocrfleagues for aU of your efforts on behalf of these 
proframsi 

I would like also, withyour per^iission, to include in the record the 
teWram (hat Jack W. Feltason, president of the American Council 
on Sducation^ haa seiU ezpresqing his appreciation and his endorse- 
ment of this effort * 

Mn FoB>. With6ut^)ection, it will be entered into the record m 
foUftt this point i 

[The telegram from ^ack W. Peltason follows :] > 

WAiHiKOTOw'n.C. Fehruanf «, 1978. 

Hoo. WnxLui rota, 

r jr. JToaMio/ IUfrMeal#M«M, 

OoQgratiilaUons on 'behalf of the American Council on Edacatlon for jtmt 
•pooBonaip or leclslaUon to Increase itodent aid by $1^ billion as an altematlre 
to tax credlta. TIm hlaber ciJucation communltj utronily rapporU the oae of 
•xiatlnf aid {^rocrama aa the motft effective way to help mlddle-ineome famiUea 
mmt tha cimtM of hlalier education. We pMie to work with the adoalnlatratioo 
and tbo OoofTcaa to aaanre the moat eqaliable and lialanced dlaUibtttlon of fonda* 
goMMKf e^t|t«ita proframji to meet the needii of ntudenta attending all tjpes of 
tMltnt$oaa Ptoapc enactment oC such lefl^lation will mark a new m i l e stone In 
txtendtnat^tseeondary opportnnitlea, ^ ^ ^ ■ 

Mr. Bowajf. The bill before thia committee, of courae^l^dvea the 
mateat increaae ev*r proposed for Federal student aid, 
of 88 lytent orer fiscal year 1978. With the additionel 
fiscal 3kr 1978, and with the additional $800 million 
comnuKd for 1980^ it would represent a 64-percent ixici 

2-year ^briod. 4 „ ^ , • 

This is Tery' welcome support, very. badly needed. The mcreasmg 
problems of paying Jor higher education af« erldsnt, and.it is our 
new that the fairait approach to solving these problems is thnm^ 
student aid programs tnat provide assistance on the baais of demon- 

stnUedneed. . t ^ ^ * 

While we appreciate greatly tho offoAa of the sponsors of the tax 
credit legation to address these same problems, and particuUrly to 
a«st middle-inccine familieH, we believe that the student aid approach 
. ta preferable- 
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Krom the standpoint of naticmal policy, the atudent aid^idtenuktive 
wqM^ in oar indgment, be more enective and less costly m the long 
nmaswdlasYairen 

In sopporting the magmtude and the general intent of this lefpB- 
Uitkm^t would also urge the subcommittee to irive careful attention, 
to the individual elefaients of the proposal, and their impact on the 
overall eauity and balance pf the Federal studectt aid programs. 

While 1 have not as yet had the opportunity to'give thejproposals or 
the legnlation the detailed attention that they deserve^ I would just 
* briefly direct ^our attention^ if I may, to two specific issues: 

First^ in its desire to guarantee basic grants to all students with 
Aunily inciMnes up to $£6,000, the administration proposal, as I under- 
stand it, would custHbute the same mimmum awar<^ of $250 across a 
.ftdrlv wide income range fit>m $1^7,000 to $25,000 as the Secretary's 
chart indicated this morning. ' 

T6 preserve the important* principle that a^d is based on relative 
financial circtknstanoes, I hope that the subc(Mnmittee will oohsider 
alternative modifications in tne family contribution schedule. 

I know tluit there are a great variety of ways in which one might 
alter the shape of that curve, and I would think that that i^ a matter 
Uiat deserves^further study . • . J' 

" The seomd i^e which ^ would like to bring to your attention, if 
I may, Mr. Chairman, is to convince many of you that it is vital to 
increase grant aid through the supplemental educational opportunity 
pr^eram as well as through b&sic grants. 

'Die SEOG is'i^essential supplement to BEOG's, particularise fi>r 
students attendihg^ore costly institutions that are both public and 
private*-^ 

And xhen I go on, Mr. Chairman, in my statement to explain the 
importance of the SEOO . program as a complement to the BEQO 
program, to stress the value it ser\*es in providing flexible asuatance, 
especially to students fjom lower- and middle-income families who. 
may qualify for a basic grant that is ofeutll in relation to the cost they 
have to bear, or studrats who may fail to qualify for even the minimal 
baaiegrant. 

Much of the understandably pressure for tax credits comes from 
families in precisely these circumstances, and I think the student aid 
program, as a whole, will address these concerns more effectively if it 
includes a significant increase in the €£)0G funds. * / 

An increase in the SEOG anpropriation is needed to assure more 
lower- and middle-income students of a realistic option of attending 
more costly institutions. This should he seen as an iniportant national 
objective, I would argue, not just beoiuse we waftt each individual stu- 
dent to have a real opportunity to develop his or her talents to the i|ll- 
est in the institution that seems right for him or her, but also because 
the learning environment of all of our institutions is going to be much 
better if it is possible for individuals from different teonomic back- 
grounds to leam together. 

A truly democratic society cannot afford to have institutions of 
higher eclucation stratified by economic circumstances. Nor can we 
afford, as a society, to lose the pluralism and diversity rej>re8ented by 
a system of higher education that includes public and pnvate institu- 
tions of many kinds. 
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I WM very pleased this mdching to hear Congressmiux.Brademas 
9eak to that same pdhit , ' . 

I theago on in vg statement — won^ repeat it here— to describe the 
currait level of SEOG funding, and to urge tiie subcommittee to find^ 
the way, if it can, to increase me funding of SEOG by at Jeart $100 
million for fiscal ^r 1079. - a 

We would^nrge oousideraticm of this change \h the composition of 
the jEllidaige even if it were to require, as I presume it would, other 
mooifications so as t<> stay widiin the whole budgetaiy commitmcait. 

1 wae very pleased to learn last eveifli^ that the bill which was intro- 
duleed by you, Mr. Chairman, would mandate an increase of $450 mil- 
lioii for SEOG in ^scal'year 1980. This provision has my enthusiastic 
support 

.1 would also support strongly the protisipns of tiie bill as iiri^roduced 
which would mancuite an increase for college work study to $600:mil- 
li<m in fiscal year 1980. 

I hope that C<m^ress wiiract prwnptly on this legislation. It is very 
iausortiuit leffislatiqiu ^ ' 

vtlie AnMoncan Council on JBducation would like to oner the'tobbom- 
' mittoe ouir fullest oooperaticm in providing further information and 
analysis. I, personally, would b^ very glad to help you and your com- 
mittee memWs in any wav tiiat J can. 

FhuikllT, I would only add^word of commendation for your talpng 
such an unpprtant step, and I look forwardtto working with you to 
achieve a majcM: breakthtipBgh for the goal of educational opportu-* 
nitiee for flJl citizens. V ; , 

I think with that summary, Mr. Chairman, I will stop. I^^^yould be - 
glad to req^d to any questions that you might like to pitt to me J 
either questions which were raised this morning that the Secretary- 
tindly and generoudy referred to the college and university presi- 
dents, or any questions that are important to you. >^ 

Mr. F^VD. ITiank you very much. Before J ask any questions, I 
would ^ke t6 convey a message from my colleague, Frank Thompson, 
who is very disappointed at hot being able to participate this mominj^. 

You sl^ould know that he has been involved every step of the way m 
the negotiations that havjB led up to the events of yesterday and tooOT, 
and hais used his c6Dsidemble and well-des^ed prestige in this body 
jn getting people to pay attention and at least listen to the pleas. He 
wants me especially to thank you fpi* your cop^ration in responding 
^ on such short notice tb come and support this legislation. 

You mention^ something about which we have not t&lked very 
much. You mentioned here the problem of the student who goes to the 
out of State school. We have our attention drawn to that with regard 
to public schools very frequently and the question of nonresident, fees. 
.1 suspect it is true, without having very much knowledge upon which 
to base that hunch, that most of the student aasistance is portable in 
the sense that the student^s aid can be used by him as part of the pack- 
age to select hiainstitution, in any State. 

I wonder if we couldn^t well consider in this legislation the question 
of whether it would be wise public policy to encourage States to follow 
the pattern of the Federal ireedom of choice, and peirhaps provide iti 
incentive for doing that: Your organization could help us with sonie 
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suggestions about how this legislation might be helpful in reachifag 

that end. * . * • u 

It is my suspicion, based on the experience we have had in the past, 
that, if we are successful with -this initiative on reaching middle class 
students with thie existing Federal education programs, those States 
who have not yet addressed themselves, tb. this group of people will 
very soon he doing so. Peniaps we can encourage those who do come 
in, so it becomes a part of the total package. 

That was considered by my own State legislature very recently. 
They adoj^ted a very generous program for students, specificallv and 
exclusively for students not attending, public institutions in our State. 

I don't khow whether we touch on thator not, Bill^ buti would 
like to soRcit your assistance in Considering that as part of the dynam- 
ics of the totality of providing access to education for the ^ small-' 
iric<Mne student group tW we have been describing without being too 
specific, and not let tnis opportunity pass without at least considering ^ 
Jbhat. . 

I might also observe that the mefnbers of this committee who par- 
ticipated in frying to negotiate the package felt very stronglj^ that ; 
the supplemental educational Opportunitj^ grants were- an impjprtaiit 
part of the total package, that it had to be improved to give credibility 
to our efforts. ' 

'I fhink that you qui tcr accurately pinpointed our problem, that we 
^re' rfRt dealing with a philosophical block in the adnimist^ation^t tMs 
moment on 1979. We are dealing with dbllar fiigjures and cqfcputer 
runs. If we can. find a way tq deal with those problems and still ^y 
within the limitations that w© face, we have to recogjiiize that-— I would 
a.dmit ^his here and fo^rever more in this important position-^the 
administration has come a long way from the starting point on dol- 
lars and thevimpact on this administration's budget. , . ^ 
'^am sure that the Pi^esident will be thanked for this' kind of initia- . 
tive solely on the dollar volume involved because that is very popular. 

We had some evidence this morning that he has already star^ hear- 
ing Congress. ^ ' * . 

I might observe that the very first phon6 call that niy <^ce deceived 
after this went out yesterday was from a longtime friend who is a 
prof essional man "who called and told my office very angrily that that 
IS more like a Communist block of the hard-working people of this 

COUBftW/, 



Ml? BdwEN. Mr. Chairman, may I interject that you are not thc|piny 
one who received such telegrams. . 

Mr. Ford. I am sure that there will be reactions with which we will 
have to. .deal in that regard. But* even though we contemplate moving 
to the increase in the supplemental grants next year, and if we en^ 
up with legislation that is not Affective in this year's Ifevelof funding,- 
the President has asked for full funding at least of last year's exp;&nd- 
itures,*^ which is in force for some time, but no increase in the 1979 
fiswil year, the increase contemplated by the Senate. Even if we have 
to defer the. supplemental opportunity grant increases to 1980, the 
next fiscal year, do you believe that the packa^, as it was presented 
by the administration, is preferable to the expenditure of a similar 
amount of mofiey thrpugli the tax credit plan that*htfs been advanced ? 
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0^ trying to keep track of my questions, Mr. Ghair- 

man^ Xiet me &y to Take your last question first, tes. My 

to uxat queetion is that I would believe that the program, as 
aoyancMyvis ^preferable to ^the ex^ of the amount of 
v^oiiq^ dnlihe bads of the tax-credit mechanism; That wo^dd be my 



Sr^' ^ ^® average tuition at your institution ? 

_ B owBK, The average tuition for au of oiir institutions would 
be diflScult for me to estimate. 

Mi^, FoBD. At your own institution. 
^ Mr; BowBN. Next year, ^r^^ is a very substantial 

ngm^Imig^^ 

-mr. lPcmk very first assumption. that was made on the floor 
whep the proposal first entered the movement >as that institutions 
sa^ as yonrs would be most likely to want a tax credit andisome 
t««gle lodkedatit. . ^ * 

^ We stiggest that no, the institutions that are not funded directly 
by St||e goveriiments and local govemmeftits are, in fact, concerned 
thflttKisnotthebestapproachforth / 
- |fir^BowiiK,CotildI r^^ • I 

Mr/FoRD.Certauil^i^ v • 

' Vfc Bqwbst. I beKeve very strongly that equal opportunity in the 
contckt of American higher education has to niean that not only the 
qualified individiiyB cw a partiiiular institution, but that the 
qualifi^ individuals 'ynll nave some choice, and will have some real 
opportunities to attend whatever '^stitution will serve their needs 
best andf therefore, the problem of the middle-itvcome' family need is 
a^ry acute one for institutiond that at*e more costly. * i 
^ And. we may have a student^ from a fandly, let's say, that earns 
$16,000, and that would receive a v6ry modest basic opportumty grant 
^hich would not go very far toward meetinj^ the co^ of eduqation. 

And one of the great advantage^ the SEOG ftpproaeh is that 
it has coiabled us to help children from those families using SEOG 
money lai§ basically matehing" money from ilunds that we commit 
through our own institutions thnlugh other txpids to make, up Jbhe gap 
between the total chargea and what these basic grants cati pijoyidp. 
, It is fiexibility, and the opporhinity to construct financial aid pack- 
ages that make equal opportunity a reality;^ That mi^ns that> those 
campus based programs, SEOG, and work study, are ^so important' 
as part of the tot^l package. ^ A * 

I have tried to answer your question, that'^part oif ia but let me 
quickly' say that I am here today primarily to speak forlthe totality 
' of the institutions within the AECj if I could go on and jaddiiss one 
or two of the other questions that you raised. ' ' ^ \ 

On the question of State boimdaties limiting 9t^ programs, I 
would he reluctant to try to speak for the ACE on that matier. I would 
sayonly two things.;. ' , 

jFirst, that speaking now as an individual I am in full agreement 
with what you have said. I think it is very important thi i access to 
higher ^ucation in this country not be linpited by State boundaries 
just as it hot be limited by economies, and I personally would favor 
efforts that your conSmittee might make to ease restrictions on the' 
portability of fimids. 
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Y TlieBecond tHing I would aay ^ thi^t an importkntadvanfcp^ 
I SEOG and work study programs ^r^a i& of coui^/preciselxtbiirj^^^ 
ftre not limitied by State b^unidawes soThe il^ederal^nJ^am^ very^ 
^ • uhpbrtant to ui in providing aiSistonQB^to students \^tlx demonstrated 
V> new from aU p^urts of the countty, Th%t is tniepf 'privale institutions 
auditistnieof publitinstitutions,^, 7 ^ » ^ i "a . 

X FinaUy, in response, ,Mp/ Chairman, toAyoun comments on the 
SEOGVramywy glea^ei.tf'be reminded»a^in of your Bteady suri- 
PCM* for that element of tjlxe overall program. I would h6pe thatr it Vfll 
. be< possibly as I have said, po make provision for somer ineilenient in/ 
that p^^E^ within cmrent budgetary constraints. v .: 

Mr. Ford. Mr. Buchanan. * ' ^ . . ! ^ 

Mf:BrcBUNAN. Thank you,MriChainiui^ . r.\ 
L too, wish to apologize to jon and the Chair, 'Dr. Bowen. I just 
' had *some constituent and votmg problems that delayed my arrival 
hew, but I know you hi^v^ made a suggestion about which I, at an 
earlier heamy^, expressed 'some concghi. Xhat is, are we at this poiit 

• increasing TOpplemental educational opi)ortunitie8^^^ 
asbasicgftint pro^maid ? Wou^^ \ 

^ Mr. BorwENi. I think,* Mr. Congressman^ that- it is very important 
that the:balance between these programs be preserve4 and thatl^ir 

■ cpmplen^entarities be emphasizl&d. Just aS^the^basic opportu^^y proK 
gram serves a very important putMse as a^Bpundation of aid jwross^ 

' (he board, so the SEOG program ft critical/y important in instituv^ 

* tions of aU lands alloy er the country, ■ * . 
•: ibi the altogether conimendable effort which I aj^pland to addrigjss 

.the problems of middle-income families as well as "other families- 
through existing student ptograips, we hope very much that the 
.^nciple will be preserved thiitt need depends o^Oth family circum- 
^diancea cmd the obligations the family undertakes in sending a person 
to amrticulalr school. * • ^ 

Mr. Bxtchanan/B^ you hlive arfy comment on SSlG? 

Mr. BowEN. Yes ; that also seems to us to be an important prpgram. 
I believe there are other people who are going to be testifying from 
among^ the ranks of the college and university presidents who can 
speak in more detail to that particular program. .But that, tog^ we 
think well of.-We include SSIu when we say that the overall balance 
of the program is-important. ' ^ , : ^ * ^^r-^ 

Mr. BucHANANT Thank you, Mr. Chairman. * 

Mr. Ford. Thank you. , - 

' Suppose that, just to set up a hypothetical question so we can gauge 
the priorities that you are describing to uS, we consider taking $50 
million away from the>york-study program arid putting it into SEOJ&. 
. WouldJ^hat kind of shift of money have ai\y si^ificantunlpact and 

woul^i^b^ i * . 

Ml?! BowEN. We have discussed thia within the ACE. I believe it is 
^the consensus within the ACE*that'that kindh of a shift would be 
desirable. Obviously work-study is important, too, and we are much 
in fayor of work-study programs. But to achieve the kind of balance 
that I 'W^^ he©n trying to describe, some additional funding of 
S^QGr'^ould^ I think, have an* even higher priority ahd it is a mat- 
: ter j^f priority. \. ' / • 

• .: : , 



ERIC 



May^I Bay, havipg.heard the^ tert this inomiii«..I happen to 
he a*student who worked his own wav t^imh sGhodfand has bew \ 
y^p^d to have done t|^t, and I always thouftit it was beneficial 
educaitionally ias well as financially. Btit there is a fimi.t as to hojy mudi 
' borden can 1>q put on the work aspect of jtudeA aid f or students from 
mode9t Yaxnily l)ackgrounds if they are to be given a real opportunity — 
to cqmpetis effectively and to do well and take advantage of the 
edudttional opportunities that the iostiibutions pffer. 

J^S^^ ;woula iiot want to see tli? campus-based part of the 8tud|?nt 
.aid apbilbpriation.be wei^htiKl too heavily .toward work-study as con- 
tfas^l^^Vith the SEOG grant jjrogram. I would hope fhat»y9ur com- 
mittee would consider other kincS of reallocations within the tof^ 
budjp;et constraints that you have to face. ^ x * 

l%ere arei obviously compUcated'questioiis of formjilae and all the 
-.rest in terms of the BEO(J part W the program asKwell as the work- 
study part. I would hope sqme cdij3ideration*"womd be given to that 
baflieince at the edms. • ' ^ 
Mr. Fom Thank you very much* 
Bfr. Cornell. ^ 
^ Mr. Ck)B2rauM Thank you, ]^.Cha^ . • -V - 

V I have no question^ I am sorry I ain4frterl just came to hear one 
of the coll()ge administrators advise Congress tnat* we' should exercise 
some. fisi»klirespoiisibility and oppose the; President's additional $1.2 
bilHoq^ for thispurpbsev I will wait to hear. ' - • 

Mr. BowEN. Slay I respond to thai invitatioid"" 
Mr. F(MW).13dd^you say you were opposing it ? , . 
Mr.iC(^KEiXv tTq; 1 said J am waiting to hear someone say they 
oppose it^With the $60-somebilUon ^ 

Mx^ IfeRih You mifi^ this mdpirii^s hearing. One of our colleagues 
on the xottunittee did an jeffective ]Qb of opposing it primarily on 
the basis of the concerji ne has for the deficit. He did not address the 
relative merits of this approach necessarily, but the basic question 
of wh^erwecouldaflfordit.A / , 

Mj^ CbRNSLL. Apparently administration did not* view the rel- 
ative merits when they suggested an increase «of $200-spme paillion. 

Now, ajxother $1.2 billion, maybe it is inspiration, from on hij;h, but 
I wiU wait flfnd hear what the aidBMnistration ha^ sa^^ 

Mr. BowBN. iPould I as a sometime economist— which is the dis- 
cipJiaS which I was/trainwl in— offer this observation on the cpestion . 
being posed. Yes, inflation has been a problem for institutions of 
higher*education, but I do not think it is right to say that the deficits 
that have been incurred by the Federal Government have been the 
only 0 Ahe principal cause of that inflation problem. 

I would identify myself now fcs & professional econonust v6xy .| 
strbngly with what Secretary Calif ano said on that subject tins 
morning. I would go on to say,* in my judgment, this recommendatipn 
by the administration and the legislation that you are^ supporting 
is very responsible in that it meets what is a major need of the society, 
a need that is really an- investment need. That is the way this pro- 
'.fihould be seen. It mefeta an investment need in q^cost effe<^ive 

. FoRP. I want to ask one final guestioh, but I want to lirstshare 
Withyou my philosophy of Federal jtid to education^ 




li: 18 my view-^and it has become stronger in the years I have strved 
on this committe^that. the basic rationale for the use of taxpayets^ 
fond^ at vth^ Highc^dud^tion level is quite different than the pressure 
ior support of the elementary and secondary^ toward which we 

have a differed 'policy, and thfit we as a ](f ation have an investment in 
the resource of educate^ people in our society, educated to do the thing 
that have to be done in a complicate! society and to cope with it. But 
cw tAdc objective with Federal fmni^m si^pporting student assist- 
anise in hijriier education should be to„ pio^de access to education witii 
OfMnplete n^eaom of choice for people who.otherwise would ndt have 
aobw at all or at least would not have access to the institution j>f their 
ohmoe or perhaps would not have access in the sense of the ability 
to complete an education aft^ considerable investment has been 
made and their own funds, by reason of family tragedy or whatever, 
were exhausted* \ 
Wow, I Qee you nodding;. Do you subscribe to that as a principle ? 
Mr. BdWEK. I think that states the principle I would esfeouse very 
, w^ I subscribe to it completely/ • \ ' . 

Mr. Ford. How does your organization view the alternatives of any 
' of the mentioned tax credit proposals versus student gi^te and loans^ 
in terms of j^rbviding access to students, who other^ose would not go^ 
to ischool or hnish school? ^ ' ) 
'^r. BowEN. I think the*position of the American Ck)uncirbn ^Edu- 
cafieji has, been imd is that we are not opposed to tax credits. We un- 
derstand the objectives they are intendea to serve and we appreciate 
the effbtts that their spoiisors have made to direct attention of all of us 
to a very real si^t of concerns. , . 

' Having said that, I wbiild^ reiterate ourdear preference for dir^t 
assistance pro^^ams, student assistance programs; as a general ap- 
proach. That, m our view, is more likely to advance the philosophy 
you have articulated per dollar s^nt. That would be, I believe, a con- 
sensust view of the' many, many institutions of all kinds, public tod^ 
private, that come together Vithintiie^American^C^ on Etiucation. 
That is a view held and expressed in the telegram read into out record 
today. It is the. view of not all— -we are hot unanimous-^if we were' 
unanimous about anything I would worry— not all, but the attistantial 
majdrity of members of the American Council on Education. , 

Mr. Ford. In short, while the two ap^Wches might be tysed on 
contrary hypotheses, they are not nece^ariy^ contradictory.- What you 
are saying is on bjalance the approach of grants and lojins in the cam- 
pus-based!^ progra^ns is a more efficient way to achieve the stated goal 
of both approached. * ' • \ 

Mr. BowEK. I tried to answer honeistly a question posed'to me as a 
' question of choice. My honest ^wer is that the student assistance pro- 
grams, the direct grants pro^tms, would nave a higher priority and 
would be preferred as a matter of choice. 

: Mr. F09D. Thank you very much. 

Mr. Cornell. Mr. Chairman, the chairman is getting at the point, 
olepurse, that I support, the tax credit. I believe the administration is - 
using this piece of legislation to head off the^strong possibility that 
such l^^slation would be .reported out by . the Ways and Means Com-'- 
mittee. But, aside from that^ what dp you consider^n general should 



Wihe Fole of the Federal Govermptot in wgard^to^^ in 

^^^S^SSnS I&nk the roS of the Federal Qpver^iment with regard 
to ednciiticm should 15e to promote access, as the chairman of this sub- 
ccjminittee ha^ of individuals to a great vanety of 

educataonid 6pik)rtumties across the comitry. That should be done not 
O^y because as a people we have an interest in each individual deml- 
oping Htdividnal talentaJi|*hi fullest, but a^so because we have ^ 
il^mit as a sod^ in educational ^stwa that encompasses 

people fhMn,aUJdiid8 <tf hopeful always that they will 

barn from eMhqiher^ ,i . - \^ ^ 

So I would see the Federal . Government as hivi^ an imj^ortant 
xespox^iliiy to promote access. I would also ^ the Federal Bovem- 
meni as hWvmg a ve^ important responsibility for basic reseai:Qh and 
f or the adviincelnent of knowledge, responsibility that is reflected m 
part in the activities of the National Science Foundation and in the * 
•NfEBL in many other areas. . .im-a 

I would iaee the Federal Government as having major responsibility 
for ttie major researchrlibraries. I would see the Federal Government 
as having responsibility for various kinds of gradufttte education 
encour^nng development of . talent that is g9ing to over the long term 
ben^tlhiri country: Those would.be the areas %t would come to my ^ 
mind' at once as areas of particular Federal responsibili^ fifs far as 
liigher education, the i^dvancement of learning is concerned. ^ 
Mr. CoKNBU*. Would you agree with the general sta^ment that the 
Federal Govermnent shguld provide the opportunities sto that no mat- 
ter where an individual lives, in w|iat part of the country or for that 
^matter ;«ehat part o| the State thUt he has equa^ opportumty for 

i^ducatioh? -r * 

Mr. BoWBif. Yes. Those can be hard words to define as I am^re you 
know very weU. • . * • 

Mrt CoBi^EiJu If we take a State that has a low per capita income, 
for example, nxmh^r State has a very high one, I think it is unfair that 
a person b^ause of accidents of birth happens to. be bom in one State 
or one^^Mm^ Statfe should have Jess opportunity for e4ucatu)n 
' than M^^Tlt seems tg me that is where the Federal Goyerpment 
' idiould come in to equalize that opportunity. / . . j i fc 

Mr. BowEN. I would put my stress much more on individuals^ 
trying through the mechanism of the Federal Govferjhnent to enable 
individuals to attend institutions not just in their own States— I don t 
lee the problem so much in just State t^rms. I see the problem as the 
chairman of the subcommitee sees it and therefore— — : . ^ 

Mr. Cornell. I am hot talkmg just about higher education. I am 
talking education in general, that there be equal opportunity for edu- 
cation no matter where a person happened to live. . 

Mr. BowEN. There you take us into an enormous terrain a^d I thmk 
that I push my limits when I seek to represent the' American Ccpincil 
on Education within the area of higher education. I know I would 
ex^d those limits if I tried to speak to you eith^ philosophically or 
economically about the whole of elementary ^nd secondary educa- 
tion. I would not pretend to do that. Within higher educationv my. 
strong inclination wQuld be to put the emphasis -on access for indiip"^ 
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Mr, G<Mi^^ Mr. Chairman. 

. V I want especial- 

lyto tlmnk you for nijssing your transportation back and taking th0 
extra time that we yequired by reason of our changes. I look for- 
ward to workmg with you in the future on the legislation. 
^ I hope you .will pve us .some additional material for the record 
alwg.ttie lines that 1 suggested with respect to State cooperation. 

Mr. SowEK. We will certainly^© that. Let me say again how much 
f^P^.^ate this ojpportuhity and how much I appreciate your inter- 

rK- ''^c ^^^^^ "^^^ 

[llie iflaterial referred to above follows •] 

(Memorandaml - • V 

^ AlCEBICAN OOimcIX. ON BDITQATZOlf , 

• Wa9Mngton, D.C, February 16, 1978, 
^* Chairman, Subcommittee on Postsecondary Education 

U.g.Houaeof Representattves. ^ uu^oliuh. 

I^SJi^a^'i^c?:.^*'^^®' Directori oi Governmental Relations. • 
Subject: State Student Incentive Grants. Y \ ■ 

^ During the Februanr 0 h^ring^of the Subcommittee on Postsecondary Educa- 
tion, yoa asked FpBldent WUliam G. Bpwen of Princeton University, testil^nic 
, on behalf of toe^merican Council on Education, to provldcl further inf^feation 
on Uie desljabUlty of makinjf State Student IncienUve Grants portable from state 
Cft state. 

^ AOP strong^ supports the principle ot portability for the SSIG iprbgranu In, 
our reconmendation^ f or changes in 'Wtie IV of the Higher Education which 
we submitted to the Subcommittee Jn September. 1076. we made the foUowihe 
specific suggestions : V 

"Since the State Student Incentive Grant program was estabUshed in the 1972 
^|ndments, tiie states have made Impressive progress In developing their own 
student aid programs ... We feel that this trend sliould be eneourag^, and that 
stdtes should assume a growing share of responftiblUty for assuring student choice i 
of postsecondary education. Therefore; we recommend a gradual expansion of 
SSIGs from an annual authorization of $150 mllUon in 1077 to $850 mllUon 
for both new and continulri^g grants by FTSi9SL 

•^nlargeinwit of this proiyram as an instrument of national poUcy necessarily 
carries ae obUgatian to assure comparable national standards of eUgiblllty' for 
state grant8._SSiqs: should <be available to students attending both pubUc and 
private Institutions., but not ^1 states how permit this/Students attending institu- 
tions outside th^elr bbme- stales, and those attending on less than foil-time basis • 
are eluded from many pro^amSi ' 

,/!^S^ ^^^^^*^^ret6Te, that by Ptf 1079. portablUty of awards and 5igibll- 
1^ of stpdents at botti' t)tlbllc.and private Institutions be made conditions for 
stateparticipatlon In the program." "w*u " 

^e ediication ataratoents of 1976 (PL Wh382) 6nly partially adopted these 
rea)mmen4aJlon8. BUgiblUty for SSIGs was extended to students at both pubUc 
and priyate lnstitutlons. as a condlHorLftA^te participation, hat no acti(m was 
taken oa.?t|» Issue olpprf^iUty. NeltheT^fes^tibn talien on oiir recommenda- 
tiwis toj^earfjf the authorization ceilings for SSIG and to eliminate the sepa. 
we authprlMtfons for initial and continuing grants. ' , 

We would be glad to provide any further Informatloh. / . 

Mr. Fbm. Thank you veryjBUch. . * - 

Ni)w we will call a panel consistftifir of Frank Matsler. executive di- 
rectorjBoard of Regents of State Colleges aiidUmversities of Illinois; 
PairiJE. Bragdon, president, Reed College, PortlJmd, Oreg. ; ^Harold 
McAninch, president, Joliet Illinois Community College, Joliet, 111.: 
'Andrew Billingsley, president,^ Morgan State University, Baltimore, 



Md.; and iFather Timothy Hcaly, president, Georgettwn Univeraity,. 

Wasiiington, D.C. • t./ j t 

Would sfeu gentlemen ;come fofward and proceed m th6 order 1^ . 

dialled your nameft ^ -i 

We will -ifitjihold que^ions witil all of you have had an opportunity 
to make yoUr presentation and at this point— I hear no- objection— the / 
prepared statements that' you have presented to the committee will be 
'mserted in [full in the record at the beginning of each of your testi. 
monies, beginning wifh Mr. Matsler. • . ^ 

[The summary testimony of Franklin Matslerfftjilows: J . 

'SvuuiXT TranMomr of Db. FKAimtra G. MATSLraT^l^ECTjnyE DiBKCKte, BoAm 
or 9?Min:B, State or IixrapiB, 4iaaioAH Asbooiatioh or State CpipMS 
' AND Univebsities (AASCU) • , _ . 

/aASCU beUeVea that President Carter, BeprMjsntatlve ^llUa^ Ford, Eepre- 

.Mntatfrek Carl Perkins, rrank Thomp/on, John Brademas, Paul Simon, Mtehad 
BloulA and others who arc supporting'the Middle IncomeStudent Assistance Act , 
should)^ congratulated for their strong suiipdrt of Imifortant nev? legislation 

" to pro^de additional assistance to mlddle-lniraie as well as lower-income s^- 
dents, to help them meet the rising costs of coll&e. ^ ^ ^ • „ d„„i 
^^ng for.jnyself,.! am particularly Seased Uiat Bepresentetive Paul 
Simon from our state was one of the first spd^rs of thte lefl^^- „ _ 

• The 828.coUeges and universltiea which arJkemb^sot AASCU enroll very 
large numbers of students from, riddle and 'icSrer Juclmie. level famllle? who - ■ 
desperately need additional student alft to attehd floUege. . «„„ 

B«»iiS^^ex'tenslve analyses have Wready bee^ maSe by Representative Ford 
andlTKd^Stog both' with the proposed le^Iatlon and with Its asBlstonce 
to students kt different income levels, ^will nS elaborate furOier exM^^^^^ 
say that our association will be happy to worklwitlf you for passage of this 

■ legislation. . • ' 

PAmSLiEESS^ITATIOlt: FEANK MATSLEI:, EXECUTIVEDIEECTOE, 
BOAED Oi BE0E5TS OF STATE CQXLBGES AND TJUIVERSITIES, 
imHOIS-. PAOTE BEAGDON, PRESIDENT, EEED COLLEGE, POET- 

LAHD, OEEG.; HAEOLD McAHINCS, PEESIDENT, JOLIET mi- 
/ HOIS COMMUinTt COLLEGE, JOLIET, ILL. ; AKDEEW BIELIHGS- 
liJY PEESmENT, MDEGAN STATE UinVEESITY, BALTIMOEE, 
MD. ; AHD FAi;|ilE ^timothy HIIALY, PEESIDENT, GEOEGETOWN 
IIHIVEESITY," WASHINGTON, D.C. \^ 

STATEMENT OF FEANK MATSLjat, EXECUTIVE DIEECTOE, BOABjR^ 
OF EEGENTS OF STATE COLLEGES AND UNIVEESITIES, ILLINOIS 

Mr. MATSLER.fhank you, Mr. Chairman. o. tt • 

I represent the American Association of State Colleges & Uni- 
yersitiM. Our association believes that President Carter; Bepresenta- 
tive William Ford ;.JRepresentatives Carl Perkins, Frank Thompson, 
John Brademrffe, Paul Simon, Michael Blouin, and others who are 
supporting the Middle Income Student Assistance Act, sho&ld be con- 
^ gratulated for their strong support of important new legislation to . 
provide additional assistance to middle-income as well as lower in- 
come students, to help them meet the risine coste of college. . 

Speaking for myself,, I am particularly pleased that Representative 
PaulSimon from our State was one of tlj^first sponsors of this legis- 
lation. 



The. 326 colleges and universitip which ^re members of AASCU' 
enroll very large numbers of sCh^nts from middle and lower, income 
leVel families who desf^erately n*d additional student did to attend 
college,' • , I * -'-'jS 

^ I am very aware, Mr Chairmkn, that more and mpre^ cpmplaints 
are from those families ^in thg imrginal. salary ran^, say, of |l6,000 
to $18,000, where little or no fmida are availableVand I understand, 
you have made some statemehl|^lo^iff that linfe^^ 
^ Because extensive analyses tave alreadjr been made-by Representa- 
tive Ford^and his staff, dealing both With the proposed legislation 
and with its Assistance to stiCaents at different income f levels^ I y?ill 
not elji;borate .:{urther except to say that our association will be happy ♦ 
to work with you for passa^ of this legislation. ' 

, • The board of directors fw the America^ Association of State Col- 
leges and Universities l^t night incidentally^did make^a statement 
that they would approve- of this type of legislation ovet the tax credit 

.iegigl^tipn. Thank yoii. — 'J ' / 

JM[r; FoRD. Thank y6u veryTjiuch. Mr. Bragdon.. • • 

■ : ■ ^ ■ ' . • ^ ' . . ^ '- - • • ■ / ' - 

STAi^saiEirr OF PAti e. biia(Jdou, PEE^ioEiravfiiaip college, 

. TOETiiAND, OEEa . ' 



Mr. BRiiopoN. Mr. Cbairmaji, I would be remi^,if I did not at this 
tiprie-^ven though it rep'repents a repetitioiyof what President Bowen 
^ siiiid — I would be remis^ in' not expressing my appreciation for your 
OTorts.ahd for those of ptjier members oJE this committee^ members of 
tNj^ Senate, and the adihijtiistration in forwarding the proposals that 
were unveiled yesterday md which I n^w understand have been re- 
gmced to^ a bill for under your sponsorship and with many other, 
-liembers'of tJiis committee and of the House signihg.on the bill* 
We do.appreciate it very much. - ■ ' 

Secondly, I would like to underscore my support for the remarks that 
President Bowen made,' j^articularly- with reference to the SEOG's 
and the SSIG's, and possibly underscore sonie of the 'things that you 
. indicate by your questions are of concern . to you and the other mem- 
bers of the committee. . 

^ As you know, the National Association of Independent Colleges 
and Universities met here in this city and adjourned on Tuesday. 
You were pood enough to come and speak to that g5foup. 

I would like to brinp to your attention "arid to the other members of. 
the' committee that this association of Some 800 collieges and univer- 
sities did express unanimously their appreciation foi' the current/efforts 
by Members of Congress and the adminis^^ration to address* the needs 
of middle-income families through present ITederal student aid 
programs.. \ 

Also adopted unanimously by that orfi:anization representing over 
800 of the independent institutions in the country was this specific 
resolution: 

Recognizing the ^xclnslon of most' middle Income' fainilles from the benetfts 
of present Ffederal student old proKranifl, NAICU has- Identified as a major pri- 
ority, providing relief to those families In meeting: the Increasinj? costs of higher 
edncatloh, and therefore supports those forms of tisslstance that are basically 
equitable and that artf both tuition and need sensitive. 

• Both of these resolutions wei*c passed before the White House press 
conference yesterdAvTand before the introduction of , the bill in the 



HooM tod». But I m WW th»^ the wjwlutioM 'w>«ld •mbtMJ^Jh 
SZSllwM etfotta. I think I wouM »y, however, that th^m- 
B2?!Sf «nthurii^w<mld.be eoupled *^«j|°?J?ft.'[ 'J^^ 

and OMftpiuhUifl J^&M "tmirmg choice u " 

mat fcTrilabh to rtttdentt all acroee the^ income range from 117,000 
TOSSowoSdbe limited to a flat imte of $250 under the^l;'^.^" 
^SSwSpM to learn tluit the only addi^imal funda propoeedjo hdp 
STthSiBentB would be in the iorm of additional wc»rk-«tud|r 
or nbridiiid lo««. WhUe theit may be a ©od »tJonaU f or tttr ^ 
SoSCSd the oreraU effort to expand eUbUl^ for bfl* F«» 
SiffSCoOO income range, ia certainly to> en&u^cdly iup- 
portedS'doee seem to me l^t the eubcommittee n^Vj^Sli*? 
ader both adjustments tH the- basic grants formula tom^*«^'2 
notion of awards being proportiona to '".•^'^iJ^^^^ 
SDectrum up to $86,000, and pronding supplement^ ^SUMO'^ 
ffiSTadStionri grarlt funi underthe ^IG and/or SROQ pro- 
orams inatead of .relying whoUy on worK-study and loans.^ 

Sams earlier questions spoke to the issue of the tmtion tei credit 
that is before the Senate and supported by many 

I would like to bring to your attention the views of th« m^wsMp 
of the National AssociaUbn pf Indepmdent ^oll^^ii^J^^ ^ 
The following resolution was adopted, I believe also unanunously . 

WtaarMi tht flnaneiel pUf ht of middle-Income f»mlU«i bu Urn dnaatilea^ 

^S^T»i^\SZt^^nSoail and admlntatiattT. InlUaUm tor aHtataae; 
S^XC^nSJWch involve ^baUnOal «panriojj aad 
6t «K aid proframa. therefore be It reeolvejl «»• Nat^oa^^wdattoa 

S^SSpMident Cohegea and Unlreralttea aialgna h«f h"t pHoritj toU» ^ 
puudon^ raflnement of student a«l«tanee procranM. and bj^»t ftirtbjc Wh 
SrtSIed tlSlf tnlttoo tax credit propoaaU are aeen m «»^.«*^'* 

■ prorMlni aaaiatance to middle-Income famlUe^ the amembly calla * 
STiKi twJrSuta which rellecU both the level of fanillj Income and the coat, 
of hither education. : ' 

I would add, I personaUy favor the route of the retowaei^and ex- 
pansion of the existiiig Federal promims, and I '^^^^\l**^J^^ 
Son to aU of the tax credit propoeafs that ^ £1 

' Oieir failure to be sensitive to family lncora^^^^»nd the costs ol the 
hiiriier education involved. 
Thank you very much, Mr. Chairman. .i 
[The complete written statement of Paul B.Agdon follow? .J 

aTATimra or PAUL B. BajiGDOH. PMcamBKT. BiB) Colmoe, Po«tiar», Otm.. 

• :My namfe U Paul Brasdon. and I am pretldent/rt »«e2, CoUefe. a^m^ to- 
depmdtnt. aonMCtorlan Uberal arta college for »5* J'^'gLlSSf^Jthi 
i-SthS* Ores. I aUK> chair the Government RetaUona Adrtaoty CwncU ol tha 

• tSttoMl Awodatlorof independent Collegeo and ^^^^J^^J^^^ 
Se iS» toto^bout a matter of common concen^rtaerrta* e*«^^ 
portiMltlea anS choice, for yoont men and womenfrom m ddle ^»cc«« fta»fll» 
^TOB ^ncatlonal enterprlae la a Ubor lntenalve obe. m.^^ 
«rf™rSS& SSdnctlvUy arfd lowering cort. 

. Sel^StoTmliglc otnew technology. Our <^>>;:[^fef *5 
in theae Inflationary tlaia. And with «'S^^2l5«f»t.l^^ 
UonTSl of ua In higher edncaUon have tam.cOhcern^boot tiOttoja aM 
Impact on, onr^ndenta and thelt families Thoafcbf na In the pclvata or 



u 

Mttr^ whin tte 9rtM ttf tttrltaliM* lo laeriMid coila mtmu 
bt Iv Ite lB«iMid taiptytr Mttai nMdtot a?aUtbto to oor rtMr Ui« 
■tthHlM to Hit mMW iMlor, bAT» bM ptrttcukHr alamtd liy Um laplks* 

I I ^pattitfiriiiltiNr to lood ^/toAmt^ at B<t4 Oo U tgi who wtnt to itay tfc<r% 
INI womM Imrttirn filBff to Mooto H iaaoelaUj. It'a wont whtu tiMr 
tttt IM liiriO fOlM to iMTt to It^vt, I «tot likt U WhM 
It tOM to tte «oUtit tad whoM wt wmU to ooim ItUt tht Dttt of Artalittwii 
tMbt trtlMMrttSMItocOM I dOQt Ukt lo tit imatDta, wofldaff Ml or 
^ \ aiWMMitl wbitt eowrtitatiit to oottiBting at tit coUitt 



to intiimt iTiMidaf Iota rmittunatnti AM It'i oo pltttort to 

It MMOOtt* toUtm oTwIhMi ttm MIowtoi it iTpletls 

tm Alt netrttHi world thtrtvlt Itttlo by wt7 oC jMttcitl ttataai thai a pamt 
taa ilfo wMeU wo«ld aatitft a iteart ftttam Ho itit wt tan do la It pwftdt 
tbo bitt tdocaUowU tpportaaltj tbat tbt cbtldVjMtblo ol tad hfm tbat tte 
child wlU bt at wtO^Qlmd at potdblt to copt with UH aad tht fttaio. 

Ihta litttr, Uko ■anyTochica, Ihio aoctt that daaadat aatfttaaco U att 
ataUaUt to tbo ttwdiBt and foot m to datcHba flaabdal diwitaBOia d—on 
itiatlai that aanort wo«ld bo wamntod. 

r boTo.to coohoi that oor own btat iffoctiK-43% to 14% of oor bodfal la 
aQocalid fkom o«r own ftuda fOr itadtat aMlitanc»-Hlo not btata to aMtt tht 
p> i )bl i n iHrt dtacftbtd. Tbt provUkma of tbt Tartoai pcopraaa fbr ttodiat 
aMiataooi In ttt ms and 19T6 aMndnMnU to tbt Hlahtr adocatlon Act« and 
tht appffoprlatloot imvpoftlnf tbtoft* tndleatt A conctra aad a eoamltMat 
thioofh tbt jtani in tbt Ooogrfaa. BcfrKfnllr. tbtw profrtflM, ilgnlhoaat 
tboon thtr art, do not do all that crita out to b« dona. In iwa. oor Jolat tffortt 
to datt bavt not btta tnoogb to matt tdontiaablt uNd, partlcnlarly la rtachbii 
adddltlamatfamlllta ^ 

I am rmj p toa— d. tbao. ^t the concm fo^ tbt mlddW tncooio family It at 
grtat in tbo Coog i wm and tba Admlnlatrfttoo at It la on ttia campoa. I am 
Impraaaod tbat« In a tlma of acatto raaoorroa, rqmptilnf woftbjr ntada and an 
appropHata coocom for brlnflnf tb^ hudcK Into balanct oftr tUaa. thtra la 
a wlU and dotmalaatlon in tba Coogrtm and Praaldtnt Oarttr to mako 
dgnlheant now InTaatmanta In oor OMiat alfnlflcbnt raaoorca, tba jonna man aad 
woman of onr coontrr. and to tzpand tbt not of ^fflbllltj to ladoda mora of tbo 
nUddlt laoomtgroapk * 

I tan aminra joo tbat tnj rlawa arr commonlr bHd. Tbe National Aaaodation 
of ladapiMidtnt Oollafva and rnlrenritlra, rfprrarntinf 800 indapaodant Inatltn- 
tiooa acroaa tba country, conclnded Ita annual maeting bera on Toaaday. Joat 
about fbrty-aifbt bouni afo tba mrmbmblp unanlmoualj notad with apprada- 
the current afforta by rnHnbern of Concraaa and tba Adminlatiatlon to 
tba Mtdfl of mlddla Incoma fkmlllaa tbrougb fMarai atndant aid 



i foUowinff.rmolutlon waa alio unanimouidy adoptad : 
Saaofnltlna tba axcluMoo of moat mTddia Incoma fimiUaa from tha banatta 
of p t t a tn t radaral atud^nt aid procrama. NAICl* baa IdantiOad at a major 
pr^b; proridina rallaf to tbnaa famlllea In maHIng tba Inmaainf coaCa of 
blfbar taiKatioii. and tbarafnrr aupporta tboar forma of aaatatanca tbat are 
baalcallj tqnlUbla and tbat arr botb tuition and nttd aanalttrt * * *. 

Tba taa«olnff raaolutlon U In lia totiflldrrad In tba contaxt of an orartll 
policy atatamaot. approrad earllrr at tba ftamc mcHInt* wbirt) raada aa foUowa: 
Tba main focua of attantlon for tba 1078^70 laflaUUra daUbaratlona abouM 
bo on amandmanta to Tltla IV of tba HIgbor Kducation Act w^cb will (a) con- 
aoUdata and furthar axpand upon tba calna prrrtowly raa^itartd la mattlnc 
tbo naada of atndctita from lowlnroma famllla*^ (h) tzpand the $cop$ of /adatwl 
afadanl oM pro^mt fo emhmrr the rrfr-ifrf>¥'in0 nmmbrr$ of $tu4mi$ fnm 
middle income famlHeM ttko arr Ending it inrrriuimfig di0cutt to moH the 
atfpanaaa of kigkrr cdacoHoa. and ic) raflna ttia opantiona. of tba fadaral 
atodaot aM proarama mbra ftfevtlraly to' compipincnt and rainforra tba oparm* 
tloda of atata atndant aid proarama.'* ( Italic aupt>ilfd. ) 

Both of tba foraffotttf ratolntloni wm adoptad prior to tba ameriaact of tba 
precimm annoanead at tba Wblta Rooaa yaatardi^. of conraa. but tbara can bt no 
donbt that tba fommitmant of naw funda to atudant aaiAatanca and tba axpanalon 
of atislbllity to include mora atndenU from mlddla Incoma famlUaa would ba am* 
bincad aritb antbnalaam. I would bopa. as would many of my collaafuaa, tbat tbt 
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, M* «|M ptapBnd to do aaytklBt tbay CBB to Mlp 

Mr. OooMil k iwt cftllfig my ittontioo'to the flguns nnmlBg 

in iSnHiM mllttM in 1978, and |77 millkm in 1978. ThMB tn not 
Mlr hKBunoairtaMnipMwl to tho toUdity of what we an trying to 
doTbw ttora to a leoogmlira 

Theie to reiy ifiW iupport from everyone we talk to in tiyi^ 
Mnathinf together for tho SSIO program because it has an m^Jo 
a whole variety of diflerant points of view, not the least of whMh that 
it pradneedmoaey and has sncoeasfully produced money. 

Noi all of the matching programs and inducement progranu uat 
we have had in the paata^ually produced more reeouRM, but this has. 

As yoii not^ the fegtoUtion pending before this committee does con- 
tamplatoa TiiT tobetantial increase in the SEOG's program m its sec- 
ond year. Wt ue painfully coifiKioua of the budget restraints that we 
an dialing with in the fitet year of this legislation. But would you ocm- 
' aktortheshift within the omstraints of the total figures now oonunit- 
ted by the administration for this year of inone;r from work study to 
SBOOH 98 being a wise shift of funds! Would it be more effiaenlr-il 
yon wete going to move, say, $50 million, would the $60 miUion pro- 
dooB man in the SEOO program than it doee m the woric-itady 

'^lE^uaooir. Mr. Chairman, it would be purely van egression of 
pencMial minion, and not one baaed on intensive study at that, but 
leeitainly think that this -suggestion merits very serious oongidera- 
tioB by the eommittce and I personally would approve of sodi a'etadjN 
. I am painfully aware, facing budget problems as we do at colleges Mnd 
vaivefsiti^ of the oonstramts under which you are operating and 
tite need to watch the budgetary ceiling of the composite package. 

I think that there is at least one other poosibility which is probably 
worthy of consideration. That would be to adjust the basic granto 
fonnaia to mi>i nM» the notion of awards being inoportional to in- 
eoow aU across the income spectrum up to $25,000 instead of leaving 
H at the propo^ llat $250 rate and then providing supplemental 
SDi^ort in tb^ form of additional SEOO funds. I think that u an 
ahema^ve ^t is' certainly worthy of examination. 
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villi ini a^ tht opportaiiitj to sij I waa dalighUd whaik I 
MMMlbr #1 us TOOT bttl and tluA whioh other eoUeaguei of yonn 
^^iMi^ ^ ipmioriin lim juit deUghted to ate the proposal for 
tiki iMnM |9W ^th tmmi to the SEOO. I thiiA it is flomttOiiiig, 
•iym «h|w from Piealawt Boiwm% testimony snd my own adm- 
tloasl remailBa-^it Is smnethtng wt all weleome and appreciate. 

: fSi|^^ lOLUX 

' llillfo&miWV. lf!(* Chaiman; ind msmbera of the committee, I' 
d»^i4^ied|rte tbfopportanity^ta apnear before the committee. 
, Tcftt iHni a^ eopj of od? piwaiM statement, so I won^t repeat it 
jNmid like toirinmafiie and mgUight certain jpointa, however. 

fiane as ihe^airman Oj^ihe Oommission on (iovemmental Affairs 
ol the Americaa^ Assodatioii of Qnnmunitjjr and Junior Oollefles, but 
since 'thfse prdnosala haTc devdoped so rapidly, I can omy give 
you inypersciMU reaoHona I diftot represent the oiBcial position of 
AACJv foTt guito frankly^ has been no time to consider and 
mluateiaaar of the proposals under discussion. In fact, Mr. Chairmani 
nhmtd li£e the mi^ege to ^vise and extend my remarks^ after 
more time for reflection. It appears to me, Bfr. Chairman, that we 
should applaud the in^atives taken by at least three parties. In the 
orderof QieirpubUcnouce: 

FiistAy Sttiatqr Pell in his plan announced last week in his home 
State to make a spiple chanm m the rate of the BEOG family con- 
tribution schedule of parentiu discretionary income that would make 
a total of 8Ji million students eligible for a ^Tell Grant#^ As I under- 
stand the proposal, it yrould cost about $1.2 billion more per year. 

Second, the Middle Income Student Association Aot develcq^. 
under vour leaderehip, Mr. Chairman, and with the other nvembcure oi( 
the Education and Labor Committee— was, I understand, discaissed 
with members of our AACJC staff and other major higher education 
associations last week. I am told that this was a very fw rea^inir and 
comprehensiye '^ackage^ that in total would be about $2 bulidn 
more. 

Tliird, yesterday morning President Carter announced a $1.2 billion 
increase in student aid that, as far as we can understand, incorporates 
some of the concepte of yours. 

T1&erefor»— even wijtiiout knowing the details of eadi — ^I feel con- 
fident in etfiressing the i^preciation of my colleagues in the l/XX) 2- 
▼ear institutions across the country, and the over .4 bullion students, 
fbr the obvious concern and action to attempt to direct $1 J2 billion to 
$2 billion mmie into Fedei»l stuCTent aid programs. 

I believe (here are at least six agreements by the chairman of the 
Senate Subconrunittee on Edudation, theieadersnip of the House Edu- 
cation fmd Labor Committee, and the President and key advisers in 
the adbninistration. 

list those for your consideration in our stotement 

We woild like to. indicate one major impression that we received 
from the legislation that is being proposed? It appears that the Federal 
.poHey is moving toward one gtant program — BEOO, one loan pro- 



gMik^^GS^ Btudy uied to oovef the "oradra" 

MlWQin thB pit)griun% fUXQ^ and parental anistandt^ For 

inft. t& «him i^ tl^ horkoD) as vague as that might be rft the moment^ 
ts SM^iilil^tig^ supplied Sy the dedication^ ac- 

tib^ ind support indicated oy llie three propomls that at teast $1.2 
bUliim intire s&mld be placed in student aia. . \ . ^ 

Ws do have some of the same oonoerns that B^resentativs 
Binluuutt' minted but this morning, that is, there is no xull fundmg, 
Mdt il ppqri^^ Wat it not be at the. expejose of the 

-lo#4ho0mitqdtt^ and support help for th<) middle^mcome 

Jtadi^ pucpese of dus legislation andat is greatly needed. 

'T^^HMttr di^ n^lhe omstituents in my district. But it is just 
as Importi^TO continue the program of opportunity for the low- 
inoMie students, Wjei jbelieve a provision should be included to protect 
that hm^inconie student' in the lef^^ Of courserAt the appro- 
priate tfana, the rembir|l of the haU^sost limitation in BEOG is veij 
vnportant to the community college ^rsteqx. We strongly believe, in 
our collegeSi in thiis point • ■ „ ^ ^ • , . , 

We look forwaro to working with you in oie House and the aa- 
ministration peirfecting the details of these proposals which lead to the* 
Itcoomplidunent of our motto and comments in colleges acoross the Na' 
tion; "toward universal opportunity." 
Mr. FoBD. Thank you very much. ^ . . u^i, i 

[The cOTiplete written statement of Handd McAmnch follows:] 



i^nnoTir nTMijigtt^ President. Joliet (lLLiNdts][ 

~ COMMtmrrr Ootids w 



Mr. dMiMa MMbar* of tbi( SubeoMlttM^ 

■li- ■ ^ ■ 

g— Ml litold HcAMnch . PtHtdmt of JolUt (lUliiolaKCpMnkDlty 
Coll«i«. ■ !_ im<f% — th4 CU irwm of tho ComlMlea bn QovornMnUi Affilra 
of tl^ AMtU& AlMlRRb ht C oK w lty ond Junior CeXUi««r> but 
«lio«Kj9topoMl^ havo dovAlopod oo rapidly. I caft; onV.jQ* Vo" «7 Pfrsookl 
riMttUoM. I do BP| vopTOMAt tlM offlcUl poaltloiT oFlACJC for, sulto 
rnsU7.' t)ior# l)««llMn iM.tiiM to ^obtidor mtA i!V*lui^ uy of th« propoMla 
undor diMu(^tOfi. ^Vx f^t* Mr^ Ouilnn. Zirould IIM th« prlvlloco to 
>*r«vij«Viiad OMtood iv TOMTko" ■ita} doro tlM^for rofloctlosi It app««» 
CO M, ». CholfMa. %hAt VP ohould ffpUud t^io laltUtlVM^takoii by at loMt 
tluroo portloi. Itt tho order of thoCr public' notlcoi ^ 

•r^at. by Sanator PaU In ttta plan announead Uat vaak in hla . • 
hoM auto toj^ko a aiivl* chbaga In tha rata of tha ftOG family 
contribution a adula of piurahul dlacratlonary. Incova that wodld 
^ naU \ total of 3.5 Kllllon atudpnta allglbla for<\a '*?all Grant** 
Aa X undatatai^ tha proposal. It voUld coat about U.2 bUXlon 
■ora^par ^ 

Sacq^t M^OM^m, Incoaa Studant Aaaoclatlon Act ^■■■QL- 
davalopoM^ar your laadarahlpi Mr. Chalraan. aqd vltK tha ^ 
othar Baabara of tha Education and Labor Co^ttaa •< vav I . 
uadaratind dlacuaaad with aanbara of our AACJC ataff and othar 
" aajor hlfhar education apao^latlona laat'waak. I am told that 
thla waa a vary far raa^hlng and coaprahanalv« "packaga** that 
In total would ba a^oiit )2Abllllon^aora. 

Third, yaiMi:^ay Borning Traaldant Cartar announead a $1.2 
bllllon^>a^raaaa In atudant aid that, aa far aa wa can undaratand. 
Incojcpdrataa aoaa of tha concapta of tha othar/ 

>''^rafora - avan without knowl^K^tha datalla of aach - I faal confidant 
In upraaalos tha appraclatlon of ny collaa««aa In tha 1000 two-yaar Inatl- 
tvtlona acroM tha country, and tha ovar 4,000,0p0 atudanta, for tha 
obvloUii.«oocam and action to attaaipt to dlract $1.2 bfUlon to $2.0 
bllllon'^ra Into fadaral atudant ald^rofertfu. 

I.ballaVa th^a arf at laaat atx agreananta by tha Chairman of tha 
Sanata Subcoamltfaa on Education, tha laadarahlp ^ Houaa EiiUcatlon 
and Labor Co^ttaa iind tha F^aaldant and kay advlaora in tha Admlnlatrationi 

1 Thara la a naad toot now ba^og mat that daaarvaa Isadlata action' ^ ^ 
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a « thi||l|M ^iNt^m Ui aow th* f^uadatiM of f«d«ral ttudtat tld «iid 
BtettM >«. «ipMda4 Cj^i MMt ttaM turn rsquirMitt^ . 

'^■^•i*: . ■' , .■ ■■ • ■ I, V • * . . 

TlM; Mkjor "ioM. pxiQ|irM - C8L iM<idt to bt oicpri&dod to glv^ t^aitf . 
.to Mto Ol thi^ who hKf "cooli now" prpbl«M vlth ont or wort ^ 
' «IUI4r«^ ^ e«UH« :T up i;o 'MO,()00. 

. f dnuU in n06 la too roatrlctlv* tox lowtc IncoMa 
;o. mt bft ■ii4t» K potal&Xt, ^y^optlos tht SLS loir 




. ;5 * ^4lt*ip«o4oi)t ■«udmt it not bolns troa^«4 falrXy In lEOC, and 
^, . ft a^JlttlUiHr^t Xlvliit UloMMoa trlpl«4 or qoodruplod. Thla 

> ^ ' ^» 'iKr ^tm9i,i^^ C^ »g9 Work Study !■ dooirrtU* '' 

,Ia oloalJit* X tioiad llko to ladlcato ona laprosiloo. It «p»oariiiiha t 
. tiM Cofforal policy U Bovlttt toward otoa |ra^t program - BBOC» ona lo^ 
profirai - OfL -vitli tha Collaga Work Study uaad to covar tha "craeka** baewaaa 
tka pregriMi n ii r work iad paraaetl aaalaunca. Tor m, tha ahapa on tha 
horlson, «a vatu* m that •Ight ba at tha motmajt, la aocouraflag. Tha an- 
eduxat«Mat la avppliad .by tha dadle«tio«» action ai^ aupport ladicatad by . 
tha thraa pMpoai^a t|f^at laaat ^X.^^billion mora ahould ba placad in 



Wli lotok fonvard to working with you» Sonata, Houaa vnd Advlnlatratioo 
in tha parfaetlot of tha dauUa of thaaa propoaala to work on an AACJC 
. Mtte * **Ttwrd Pnlvaraal Opportunltr" . 





Mr. FoHD^ President Billingsley. 

STATEHEHT OF ARBBEW SQUNOSLET, FB£S^)£IIT^ MOBGAN ' 
StATE VmsnE^^ BAITIMOBE, MD. ^ 

Mr^ BiLUNOSLET. Thank yoii very much, Mr. Chairman, and mem- 
bers of tHe8ubcompiitte0. *' 

My name is Andi«i^3illingsley. I am president of Morgan State 
University in BaltimoreTbut I appear today on behalf of jbhe National 
^ Assbciaiio^forEcmalOpport * 

J want to thank you, ilr. Chairman, for the leadership you have 
given to this issue consistently and we also would like to applaud the 
^ flPresidpnt for the new initiatives on behalf of higher education. ' 
^ Our association re]jresents*105 historically blacK colle^, including 
mblic 2-year institutions, as well as graduate ai\d professional schools. 
iChir^stitutions are located in 15 Southern and 4 Northern States 
and the District of Cpluiirbia. They enroll over 220,000 students and 
continue to account for about one-half of all black college graduates. 
We are proud that a latge percentage of black professionals through- 
out the United Stategl are graduates of our colleges and universities. ' 

We are pleased to expr^ our support for legislation which would 
provide for the infusion of additional resources int^ the basic educa- 
tiojial opportunity craiit program and the expansion of that program 
to include students from middle-income families. • ' 

. Foj the most part, the students who attend oui^institutions are 
r economically needy students, as^ defined under existmg^^ftnancial aid 
guidelines. Nevertheless, thdt^^s a significant percentage* of bla'ck 
students and white students attending our institutions from middle- 
&come families whose needs are not being met by current prpgi:anis. 

We recently polled our membership and discovered that there is 
a strong sentiment among the presidents in our association to provide 
relief to needy students from middle- incon^ families. We, accordingly, 
endorse t]^e basic philosophy and concept of extending alssidtance to , 
students of middle-income fanailies. * ^ V ^ 

We further ,]^ndorse^ the procedure — the extension o^ £he BfiOG pro- 
gram— j^s a practicable and economically feasible m&ns of extepaing 
that assistance. ' ^ 

There are, howevei*, three cautions : 
y ' (1) We ask that the .assistance provided middl&-incon)e families 
be additive, to be a trpe supplement to the existing financial assistance 
programs for the economically disadvantaged; '• 

(2) We ask also that the extension of the BEOG program not divejrl 
efforts from the strengthening and enhancement of the existing BEOG 
program in provicjing adequate ^assistance to the low -income needy. 

(3) Finally, we ask^hat appropriate attention- be given to additional 
costs institutions mufit^'inevitably in as a result of expanding the 
BEOG program to a new clientele, even though the program is non- 
campus based; \ ■ ■ 

We state our first caption/ that the Current BEOG program be truly 
suppWhented with additional resources to meet the needs of tlie addi- 
tional middle-incomer students to be iserved^ because of our concern that 
the truly remarkaible prpgress made toward^ achieving increased access 
for those qualified f or postsecondary education not be- reversed. 

■ '1 ^ \. .« ... 

a«-028 0-78*3 ' ^ ^ 
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It^lni be^ wiJifiih bli^^ that have dramatized that economic 

iwriyatibtt neirf not'te to access f or thci 

r ii^e^fi^ education and, through postsecondary 

ve^iaci^cm, to ti^^ society. S^ent financial assistance 

S|;|ttfe|)eeh ^ch;J)rogres8 tov»rd increased 
l?r (|opQ68 Ha^letN^ a^eved; The BEp6 program has been the mainsprmg 

>i?iM>fttA^ ■ '/ ■ . , 

^^^^iaproPied: financial assistaneexo accgn9ii»^ 

M as serving middle*ih(K)me studenta. 

in cm:^alTOid retrogression and avoid diverting BEOQ 

iuhda'^ihim needy students by assuring that ade- 

quate additional fundsr'are injected into the BEOG progr am to m eet 
V uieiid(^^^ . ; X 

We should %lso con^ 
proving the exMingBEJOG program for th&low-incon>e students even 
as we expand th% program to include middle^income students. The 
podtion ofihe independent student must be clarified. , _ 

The. half -cost -prtvisibn of the BEOG grants must bfi^restudiod. 
Fundkig'|the current program up to its maximium authorized limits 
must be a&omplished. In brief , p^o^^ress in perfecting the existinasys- 
tem must pr^^d concurrently with the expansion of the system. 

It should not be overlooked that the BEOG p rogram imposes a cost 
to the postsecondary institutions even though it is a non-campus-based 
program. As ^e program is expanded, institutions can expect to be 
deluged with inquiries from parents and students seeking assistanoei 
Counselors, advisers," and financial consultants must be available. Th^ 
expanded program, accordingly, should include funds to offset the , 
increased cost of postsecondaiy institutions. ^ 

. In smnmary^ our ' association enthusiastically endorses expansion 
of the BEOG program and the other modifications incorporated into 
your bill. — ' ' * mi 

* We hope tha t expa nding this program to additional students will not 
detract from the services available to existing students. 
^ finally, wfe would like to urge that^the cctet to theseinstitutions of 
this expanded program bej^ 

Thanlryou, MrTp for this dppbrtunity of expressing our 

8uppo^t3(or this program. 

Mr. Ford. ThaijK you verjr much. 

[Thepreparedstatementof Andrew Billingsley follows:] . 



' ' BTATSMiKT Bt AnOPKW BOXXlf ObLET, PbESIDENT, MORGAN STATE UNIVERSITY, 
■ y<' :;■ .■ ^^BALTIMORBiJId. . 

MM 1$ Andrw BlUlngsl^. I am President of Morgan State * ^/ 
^; :^ UnlViMlty liWBaltHiaore, MinyUnd. I thank you for this opportunity to 

v eppiiar before the ^A^ubconnl ttee on Pos^ Secondary Education under the Sub- 
.^•-fC6^ rducatton and Labor of the U, S. Houle ot;-Repr6entat1ves.' * 

Opportunity tn Higher Education. 

Our Association, ^rtien %%n^m Jr ilflrrOi represents lOS historically 
black colleges, Including pubTli%M>-year Institutions, as well as graduate 
\ntf4professl0nal schools. Our Institutions are located 1h>lS Southern 
and four Northern states and the District of Columbia. They eniSIl over 
20p,000 students and .continue to account for about one-half of all. Black 
college graduates. We are proud that'a large percentage of Black professionals 
throughout the Untc^States are graduates of our cpUegej^nd unlvepltles. 
' Ue are pleased to express our support for legislation which would provide 

for the Infusion of additional resources Into the Basic Educational Gpportu« 
; ni^ erant Program and the expansion of that program, to Include ^tudents r 

• from middle Income f ami Ites.. + * 

For the most part, the students who attend our Institutions are 
y economically needy students, as defined under existing financial aid guide- 

lines. Nevertheless> there Is a^'slgnlf leant percentage of Black students and 
white students attending oqr Institutions from middle Income families whose 
needs are not belrig met by current programs. 

Ue recently polled our membership and discovered. that there is a strong 
sentiment among the presidents In our Association to provide relief to needy ' 



teijie:|4i11o9f^ coKept of tKtanding asshtainct to studtnts of Middle 



iccordlngly, tndofse thf 



1tt;fUrthtniiOrt eitdorse tht procadurt- the extension o^ the BEOG Program. 



as a p 



ilcable and wonoKlcally f^tlble Muns of extending that 
fev-u|i1ftance«,;:vr;.!:^-v^^^^^ 

N ' There af(i» hbwever> thret cautions: (1) He ask that.the assistance 
.provided Middle income fa»nies be addiyve . to be a true'^upplcnent to 
! the existing 'financial uisl^tance progrAas for the economically disadvantages 
; ({)^ He ask alto that the extension of the. BEOG Program not divert efforts 

. f rem tho strengthening and enhancement of the existing BEOG Program In' providing 
■ adequate. assistance to the low-Income needy. (3) Finallyi we ask that 
• approprlatia attention be given to, additional o^sts Institutions must Inevitably 
Incur as a result; of expanding the BEOG Program. to a new clientele, even 
though the program, is non-campus 

He state our first caution, that the current BEOG Program be truly 
supplemented with additional resources to meet the needs of the additional * 
middle Income students to be servtfi because of our concern that the truly 
remarkable progress made toward achieving Inprpased access for those quiillfled 
for post-secondary educati^ not be reversed.' 

It has been within our tlmes^that we have dr^tlzed that economic de- 
privation need not be an Insurmountable barrier to access for the needy-worthy 
to post-secondary education ahd, through post-seconda)? education, to the 
mainstream of society. Student financial assistance has been, the primary 
mechanism, by which progress toward Increased access has been achieved. The 
BEOG Program has been the mainspring of that mechaiilsm. . ^ 
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It Is proptr that wt expand studant financial ass1stanl|n| to accomplish 
otiiar sociitlly daslrabU -goals such as.sarvlr^ m1ddla»1ncoaia students. 
Howtvtr»/wc shouldvinot do so at the cost of foregoing the gains ichleved In 
access. Ue ca^vold retrogression and avoid diverting BEOG funds Intended 
for lo^lncoM neetty students by assuring that ade^ate additional funds are 
Injected Into this BE06 Progran to meet the additional demnds of hew middle 
clientele; 

We should also continue to make progress In strengthening and l^iprovlng 
the existing B£0& Program for the low-Income students even as we^^e}^nd the 
prdgreiR^ Include middle-Income students. The'posltlonDf .>thetn<iependent 
student oust be clarified.* 

r,TNe hall^ost provision of the BEOG Grants must be restudled. Funding 
t)te current. program up to Its maximun authorlxjiNl limits m^ be accomplished. 
In briefi progress In perfecting ttte existing system must proceed con- 
currently with the expansion of the system. 

It should not be overlooked that the BEOG PrograniT Imposes a cost to the , 
post-secondary Institutions even though. -It Is a non-campus based program. ^ 
As the. 'progr9m. Is expanded, Institutions can expect to be deluged with Inqi^lres 
from parents and students seeking assistance. Counselors, Advisors and 
Financial Consultants must be available. The expandecf prograigs accordingly, ^ 
shoulcl Include funds, to offset the Increased cost of post-secondary 
Institutions. ,<irK 

In sunnary* our Association enthusiastically erttlorses the expansion 
of the BEOG Program to meet the needs.4^f students from middle Inoqipe families', i 
Ue should not, however, weaken the ex1|.t1ng BEOG which serves low-Income needy 

students. < Rather, we should provld^ld^uate additional resources to serve 
the new clientele. We should continue to Improve and perfect the existing 
program. Finally, the ^panded program^ should take account of additional 
cost^to the Institutions who are eager, to serve middle-Income students through 
the expapded BEOG Program. ■ - . ■ • < • ^ . [ 

I thank you for providing. me ^1s opportunity to^prpserft' these views ^ 
-on behalf of the National/ Assoc1at?Qn for tdiual Opportunity In Higher Education. 



Mr. FoRD» Father Timothy Heily, president of Georgetown Uni- 
vewity. > • * . 

We were hoping ihat John Bradeinas would Return because he 
especially wanted to have an opportunity to visit with you while 
you were before the committee. We have been interruBted. by another 
vote, now, and perhaps if you could go ahead with your statement, 
we can come b|ck and have the questions of the whole panel after the 
'vote. ' ■ ' ' .' L ' . . . ' ' - ■ 

STATEMENT 01" FATHEE TlttOTHY HEALX, PEESIDEIIT; i 
GEOEGETOWN IINiyEBSITY, WASHINGTON, D.C. • 

♦ ' ■ ■ . * . 

Father Hk^T. Thank you, Mr. Chairman. 

I join everybody in being glad to be! here. You have a copy of my 
^prepared remarks an^S I apologfee f of the conditiparwhich it is in. • 
[, First, we were rushed by this whole procedure, and second, I-'am 
a compulsive reyiser. I, would like 4,0 start, as a couple of others* who 
testified hei^ thi8>jnorning or this afternoon, with i personal note. I 
was born f^tid bi^ otfthe east side of Manhattan^ and I am delighted 
that/p.^ttrof .tiHid/w been stirted up by our own 

personal/'Private city college educated Iris|h bred Senator from the 
ilast side of Manhattan. • 

^ To say he has provoked equal and oppbsite reaction would be un- 
^aciousj so let's ]ust say he prov9ked equal inaction. I am speaking 
for (Georgetown TJniversity obviously? and then for the 2Y universities, 
which tve^re founded, by Jesuits and the one Georgetown whidh was 
founded by an ex- Jesuit. ; ' vi|'»^^^ 

In our discussions we took the liberty q,^' consider5&c'*m!d^ pro-* 
posals as a matter of choice, arid we considered serioti^ eh^cf tax pro- 
posals as addressed from three diffprent^'quarters. 

There is gi-great temptation to privft£e higher education to seek 
tax credits Jbec^ijise the whole process of tax credits removes the thrust 
from the budgc^^^^ process. A distant budget can self-destruct as we 
have seen F^el^al support .programs f<?r higher educiation ^self-de- 
struct If it is'distant it?S^ lVKfe\y not to be npticed. If it self-destructs 
in individual pocketbooj^ ivis'likely to be noticed very clearly so the 
tax reduction or tax credit is a Very serious possibility and temptation. 

On the whole I think 3^U;j^iH be pleased to know, Mr. Chairm'an, * 
we resisted it. And the reasohs for the resistance were, simple. As is'* 
generally reported in the press, 4^ is reflp*essive a^id I didn't think the 
time has come when a program should be launclied which does not 
address any probleiils of tjie poor in the United States. 

In addition, I do not^i!nk that a tax credit progi'am would be pub- 
licly acceptable that rojSc'iirded people who made jover $60,000 or 
$70,000 a year with Falderal grants to help their children go to col- 
lege instead of loans. \ . . ; ' \ ^ } 

Finally, none of the ptoWSteale I have seen bear any relationship to ft 
tuition trigger or ftny roftlistib 'relfttionship to the differential between 
, the tuition charged roughly in j^ublic ftnd private institjiitions. 

In approftching the Presidentl^ proposftl despite Mr. C^ilif ftno's elo- 
quence this miming, we felt it iifeeds ftlso some adjustments althcwii^h; 
not serioHs ones, less semous ones than the tax credits. The first coh,^ 
cems flexibility and tho.so items whtch anv first controlled by an in 
■ * ■ •• liX* 



, : ; ^ d;vid#l, <^ on to the 

: /: • ba$i9^]piK^ education 

. ;/ ; tii^oxtlrpr^ imuigbi*e in this reflects the C99gre8s 

; ; ; jserw^^sly^arid th W it v?yrl^^^ very shbife futiire be enacted. ^ 
; 1 in hoping for an amount of roughly $100 

ip^ilKoif^^^^^ 
• suggeatMyift'tB^^ 
. ' aK)j^mtQ. 8iii^p^^ waV answering Congressitan Cornell's 

i ^esbon whi&A put to an earlier ptoelist here. It seems that over 
t}ie»pi$8t 50 y^t^ hig^^ education in Anferica has taken a'^d of con- 
, tinental shift toi^^ 

The fir^t o)^ th^ is we have, nationally decided that every talented 
kid iSiqu^ Jjuive! 4©^ to highpr education, whatever his background, 
, i ;whatQvet Kis r^ pf*;i(iol0r or how far he is from convenient locations, 
. w.notbatfer]^ 

In brjeo' t6 m^cj/t^ we have invented something which 

r no pth^^^ of , that is the conrnnmity . college^ 

; And one of the thin^^ most mamificent about the whole com- 

; . mimitj CQlle^ States of America, said bluntly 

- , : aria sinit^^ find out a kid can leamistolet 

:;. •....-hirivtry;.' r '^-'^'^-}-^,: v," ' : 

^ : -iTlLe third 5^ to all ciljzeixs 

; , accefe to ingtftutiqns of tl^rir Itep cHbi^e^ even if that choice is liot ^n- 

V .lightened, even if it asimurlqf,;atk4 ey6^ God help us/if it 

. • ^ijorig, I c^^ as vice chancellor for Citj^ ^ 

• ■ '\ , P^'^^ersity of IVew -Yprl^ with' arf ;operation called open-admissioh ' * 
V? i J)r^ / . ; : - 

; ;; :I.;was asked, "What are the ttipfciVfes of these children in cornhtgV^ y { 
;| V The answer is, "This is a r^ublip arid I am not God. They ar6 heie 
It. Jknd aslongasthey areherelwillt^^^^ V 
; Finally, there is one other piece.of Federal action I think— and this/ 

Y ^perhaps is due to my increasing^^ears, I am growing increasindy' 
■ .^orned about— I think it4s in the inte^^^ 

{Federal G^yernnjent take seriously its obligation^ to preserve those 
. \ institutions in thi$ society which supports government 

f^d JjndSed mak^ democratic .government possible. I-am talking about 
\ .u^Jons, churches, schools, universities and the other natural' 
' I that have grown as we have grown, quite unpl^njied, grown 

M Hke Topsy,-blil' gro^n solidly and substantially to the'-tissue of our 
; jjk^ationallife.^;, ! 

^t s^ems jto jnp that for private colleges and universities,*and some of 
^^s*it^tibnfej,but by no means not all of them, increasing the flexi- 
i .P^W'^^^ movirig\some Federal dollars hot from the poverty program 
' ^'^J^,^/ ^o'" bpier .areas accessible to this community into the more 'flexi- 
P!®igg^PPlemental 'education opportunity grant is in the national 
-^BSt. /; . . • * \ ■•■ •■ .'I". 

ankyou, sir. > . • T*;^ 

" e prepared s|atement of Faither Timothy H^aly» f oltWs 
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Tmn.««TO,Tn.on.T «. H^J. P«««". 0«««owh Uxm-rrr/ 

WAsaiKOTon, P.c. 



It 



1^ SIM i» tiMOtbx H«ay, 8. J. X th« 

lliiii lialDH .<ovad«« by i^«»-iiipi<iiit.^^ authorix«d^ tO ' . 

•tet* that th« 9mr, theod<^i1«/ ^* , > 
*«yi»««lty oit ltotx» D«/!^^ **** ^ «qt>TM« , . 

'.to joa today. ^ _ ' ' : ■ - ' ■', ■.■ 

It is * pUaiiuza to ba fitit^ taatifying 

iMfp^ tha Coograaa on what iivior ganarooa - 

^•^taxoa.: Too will £qrglva4fe»»:.j^i».:^ Indapandwit 

««mlc^Mnts of th« U»t £« fwnth« 

liM bMn «wl£t sad at ti««« confiuinga ikrtJi Cpi^ «nd tha 
'.•Aidalstrailoa fpr liwtanca, hav* l«jipt oviMr*th« first of . 
; W oUmIo aad traditional aganda itama, ^ aqualiaation 
•«f tuition charges, and addraasad thamaaXvap to nhat ia a 
priaoipal bat awxmdary ona, aaallig tha P^ai^a qn MicUla 
i frr^ tuition psrara. Yoa^U pardon i^Tif Uka. tha you^g 
jafly in a VaXantlAO povia« aa tha ahaik awaapa har on^to hia 
faXloping ataad va mttar^ •but air, thif ia £o audllb." 

ill «hia U not to aay that va do not valcoM thia fadaraX 
. ^^lUrmt' ai^ tha ap^ with whlc«i!|ajpa govanu^ apaaa to ^^^^^^ 
^'.-mwi^tohmlv higjkr aducation. - % ara alao dalightad that/ :| 
^« ean atand hara togathar, both public and private oollagaa ^ 
and aaivaraiUaa, and bath applaud and, wa hopa, contributa to 



. «a ftlut IX yea<U ferflv* m, 2 should lika to add a 
fjkvMMl DOta* 1 bora 4t^;^br#d. th« ttast site of 
' tUmthmttMn^ and Z*b doU9ttt«4. that ookr om -j^rso^l, priTatt 
Citj-ColXogo-Uoght and Xrlliii &rM iti^ 
im foot a 9roat 4oal, to do vitb l>oth tM* iaU^^^ and tha 

To say that ha haa* provokad an aqaai!ai^ bppoaita 



;naotiQo would parhapa ba ungracioua. Zf va drop tha vord 

. oppoait^, tha raactiofi haa ^•f^ at'tha vary laaat aqoal, and 

^va ara yratafol. 

. tbm choica that faeat anyona who tattifiat baftjgra you 
today la Indaad a aarlooa and a loadad ona. Tha propoaala 
that hara baan datallad In tha prats for tha last six aontha 
ooocamlng tax cradlta hold oat a hopa to hlghar aducatlon 

. of 'fadaral support which cobld vail ba aora lasting bacauiijbv'r ' 
■ora It la furthar ranovad froA^vth^ ragular budgatary prodiiji^^ 
It la far aaalar to sllca Into an abstraction lite a budgat?' 
than to ralaa paoplaa taxas, A distant budgat can salf* !* 
daatruotr and votara won't mch notlca It, . Zf It aalf^ . 
daa|^ructa In thalr own pochat book, thay'ra llhaly to faal 
tha jolt Bora sarloualy. 

On tha othar hand, tha proposal of tha adp|jBij>tic'atlon 
ia dlract and liarllafcrf and far lass coapllcatadV ^t la 
alDio a propoaal on which both public and prlvata hlghar 
•dacatlon can In larga aaaaura agraa. Tha waaknasaas of 
both propoaala appaar to ba Idantlcal. Mclthar ooa aa It 
atanda fully covars tha targat, tha nlddla clas# tuition 



payar. «a4^rrji^ aa It stands craatas tha mixImi fraadoa 

^i-'i^/" '''if-'-.'. 

of cholfjA for tl^JlTdl vidua 1 studant* 
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flM wcvwy DMted on tax <rtdit, plan is 

'tiil;pmto9 appMT to te; f 'too ' sogr^tiyV* /^^^^^ 

•^>>|^goiyici»tii..at tl^«',;Ut4»'-)4ato' to stroottupil;^ 

^kititk iiii popr Wil^ got nothing . Xff iiMMition« no tax 

orodita aohiWM eah; bo pobllcly accoptablo which dooa not 
.hmw a llivtil ct» inc oia a and aiptftf ; xfaaQnabla cut-o^f point* 

rlMlly/ fbt^ >9t£ :l^^ highot oi&iicatidn and tha aiddla 

Jjicicn tai'tioa payor « tha tax ciradlt iystaa as now struoturad.\. 

dooa not hava an'adaquata ad^ptati6ii !io>(iif faring tuition « 

DMpita tha ganarous leval of funding auggaated, and 
• • • . 

thA^aloquaat dafanaa of ita uaafuXivaaa« tha aduiniatrati^ 

pcopoaal also naada adjuataant to raach ita goala* Pron tha 

pointy of viaw of privata highar aducation tha firat adjuataant 

is an incraaaa in funding for tha Bupplamantary Educational 

Op^otAnity Grants. All of ua hara froa privata institutiona 

vqold giTa tha atrongaat poaaibla ancoutfkgaaant to Congraasnan 

fOcd*a initiativa as wall aa to tha funding laval that ha ia 

wggaating. Tha phraaa, *naxt yaar*, aakaa oa rathar narvoua. 

fte raaaon it doas ia th^t indapandant collagaa hava boan 

btooght blushing to jt^^aC^^particular altar on so many occaaiona 

and laft btanding at it all alona, that wa now contanp.lata 

acting up a pup tant und^ the apaa. It ia our soat 

aarlooa bopa that Congraaaaan Ford apaaks for tha Con^aaa and 

for ita aattlad intantiona to incraaaa SEOG funda and that 

aaaa action will ba takan thia yaar. 
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fkm MMM «• fMl 90 stxoogXy aboue this is that th« 
•Artnistrstiop^s proposal^ vhils gtnsrous and tnorMously 
, kslpfaly oovws "ooly a part of tha spactnm. For instance 
^ . lit nally eraatu an antitliMant but doas not call it such. 
tm tida SWM it continnas tha Tadaral Govarnaant^s raf lection 
'. in>aU vruta of vbnt ia qfui^ clear ly tha will of the people* 
t^at every talented youngster should have access to higher 
•dacation. "-^ ■ ;. 

lOme the President's proposal ia incomplete^ is that without 
fondit directed to preserring our dual system of higher education* 
in cither vortfa Hithout the tfcqpplemantary Educational Opportunity 
Ltlpf we miss the eecond hal^ of that entitlenant. ilhat we 

ia not only access for every talented student* but that 

■ * i . . - 

he or fhe ahould also have freedom of choice, the last thing , 
, that we need to fear is coaipetition in the higher educational 
■«rhet. 

One final word. Saving watched the developnent of public 
ei^ private funding for higher education in this nation from 
ep^losa for soaM 30 years* Z realise that no nation in tha 
history of the world has provided so generously for the education 
of ita people. That; may sound like truism^ but if it ia* it'a s • 
proud and honest one. The missing piece -now ia our ooanitaMt to 



preserving our dual system, pobXic and independent* to guarantee 

that the^ talented* student has soma liberty of choice aa to vy 
a . - ^ 

and how he atiidies. Bighar Education in this country 



has made* both in the public and the privet^ sector* m corporate 
set of faith in the capacity of Anerican citisans - all of 
50 atate legislatures and the nation's Congreaa have 
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tma Mt of falth«iWo«i onr »Mti^cp«»lve privat* 
ia^^tiftMl9tk9\^ tlM im)r ^ioim* to that wagniflcent Maridu 
;iiWMitioaf tte Oommity Oolia^o, this act of ^ faith is our 
^Rlaeipal sgttidSf and it is of eourss a public agenda. Wa 
, tavv.BOt OQ^ said that lis vant a placa vhara tha nind of 
r W«xy tiia^tad youngster can grow. We hive also said through 
the Ooanqaity Colleges that the* best vjsy of detexnining lather 

• te nally is talented is to let hia try. The isissing pi)ice now 
tm our ooflBitaent to preserving our dual systems, public 'and * 

' iadependeht# to guarantee that the talented student has sons' 
.liber^ of Choice as to where and hoir he studies. 

ywgive ae if X see. thisfthrust in s religious ssnse* Zt 
Sm from the booh of Genesis that we derive the phrase, *Zn 
the iii^ sad likeness of God." Z can think of no better way 

' of honoring it than bf creating this particular right for free 

Mt./Fotd. Thjuik you very njuch. J 4.^ 

Letke, if I may, observe that at least three of you l^ve articulated 
your concerns for the fact that what we do with thesfe programs not 
leopardize what we are already doing with the grogrWns. 

I particularly am appreciative, FaUier Healy, for your very con- 
cise comparison of the inherent threat to the existmK programs for 
low-income chUdren when one considers total Federal purees and 
the claim on the budget of tai credits. If we set m motion a i>roceffl 
^ seems to grow out of what is expediency as much! as logic and 
it ultimately begins to claim a very substantial part of that wmcn • 
is labeled educational spending in the ^^^Ih^dg^k^^fS!^ 
connder the current yeaVs needs for BEOG's and SEpp's and tihe 
other programs we will be toH that x billion dollars is already com- 
mitted by way of a previously existing tax cut • . 

It has been my impression in our discussions with the admuustra- 
tion that' one of the strong factors in moving the Presidtent, toward 
the idea of this approach as an alternative to the tax cremt approaon 
waa that it, if carefully handled, Is^nost likely to i>roduce the aa- 
Biatance for the new population we seek to serve without shifting 
resources from the p^atiohjwe have already targeted resources 

I imAt say. Dr. BiUingsley, that with regard to your statement 
in particular we have had very specific discussions in every stage of 
tMs. Secretary Galifano and the President have been very strong m 

• Baying, "DonV try to deal with us on anything that in any way ^ 
jeopardizes this program and amomflfts to a shift of resources." And 
this morning we went over this a little with the Secretary. 

One of the characteristics of this approach that very strong 
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lippeal to many of is that there is no way you;can do what we 
^n3h to do for the new i)opuIation in the programs (without assistinjg 7 
and enhancing^the programs for the population already served. iWe 
have leanxed, and some of us think we have learned in the most 
painful way, thst people-are-^illing to accept the \ fact thtit their 
orother and sister living down'^the street needs a little more help 
than they need so long as they know their Government is willing to 
help them, too, and that they are not wont to quarrel! about someone 
else getting a^little more who in fact needs a little more. , But they 
are wont to quarrel about somiefine Ixaviiic access to aj program that 
they are blocked out o^ completely on the balsis of arbitrary measure- 
ments that don't make sense to them. \ 

Telling somebody making $15,000 or $16,000 with five or six chil- 
dren to raise that they can well afford to pay for their own child's 
education is so ludicrous I can't imagine anyone herp being willing to • 
undertake tha^t ks a matter of political survival. \ 

Yet, as a matter of policy, pecause we have been so stingy in fueling 
and funding those programs,* that is in effect what we hav^ bejen say- 
ing. We not have^in4he4^sIation atihis point specific^ language 
that says in so many *words thfre will be ho pro-rata reduction of low- . 
income participants. ^However, you will notice that, if you saw the 
cl;iarts that were used ^his morning by the Secretary, we take off $200 
on the books above the existiri^ levels and use this device of moving 
out to the $8,650 level on-aJajE^vel basis and then start our decline. 
Then we get a lump an'd come down dramatically. 

It is one of the expanations for why we don t have a neater looking 
line that* goes from tlxis point up here at zero income, zero assets, down 
to the $25,000 in assets because the only way that yoi^ cai|. do it with 
the limKtJd jresburcerthat we are dealing with is at th^ expense pi the .; 
front part of the lump on tltjie graph: ^ :• .• ■ , , - 

[Chart appei^rs on p. 176.] I ' ' ^■ :. 

Mr. Ford. So long as that lump stays on the graphi^we^f^ a'bsolutely 
sure that we are not only not hurting the Iwv-inconie stticjefnt who has 
been helped so successfully, in my opinion, by this program, biit when 
one compai-es the existing program with what we propose to do, we will 
enhance their participation. Agr pne gets out beyond' the $J0,0t)0 figure, 
-you see better access to the gu?^ranteed student Joan program in a way 
that has notbeen possible .w^th the ;inc^asei^ for the 

various kin l^o f lending institutions to. QO;ne that»**business with 
soII^e^Te^ftM8l^ming.fro^i*^^^ .'0 * , ' 

e- at^^j^roc^eding, wi|[i\^^^ would liJce fcp ,i;^a§surfe 

ytiUjtliat^-:^ recoj^ize . thie^/dah^ef ,gcE eiiding 't!ip:;^itK*a3i -au*^ 
jtK?it*vgP a beautiful' curye arm then an appropriatibn that, be- 

i»auefc of pro rata reduction, really converts this into a plan by which 
you take it away from someone and give it to someone else.:. 

From the plain crass approach of politics, that would be a raMBr 
stupid approach for us to take. Our staff got us onto that rather ^ 
quickly and the admonitions from the President about the guarantees 
ho wanted and the ultimate lepfislation for the protecion of low-income 
^people, I thinlc, is TOore than adequate. 

"rVje are really searching for a le^^islativc way to insulate against 
any loud of slippage, but we arc also trying to proceed in a respon- 
sible waV that would obviate the necessity for a legislative brake or 



yiimtj/ti'^^'^^M^Z.mi of money, « m»B 

inOTWin the Sl»Gj^a^^ 

S^^^SSSi^taen. 
I woldd-tiimk it is import*^**"."^ ^education does vary txe- 

'•5g?Foi>o,l«ouldliketo K-' S'^^i'?'"- 
4»me things y^u nligM '»°?tfaSmaf&* " lerrnA of adnm- 

.daitiond atomirtn*™ ft^^^^ for m«feea , 

olud#$11.6 iwUi"'' 5^'^SSa la s million to h^er eduM- . . 

^6 you ..0-1 fV5sriS,°&r''^-aSt ^§ 

Hieher Education Act of ^^^^pJl, each of these arejs 

out that there some questipn f^^^rt^ ^ committee and 

iO-it las just been noted ti»Mco^^l^°^.^^^^ 

counsel for the subcommjtw wh| h^e d^^^^ ^any mis- 

Mr. Ford. I am sure S^^'^S tumf ^^^^ assess blame 

. to accept credit for fj^^Jt Wl And I think it should be 

fotwijveVything that <lof«"*1"V^StXAMroV-tl^at&e8epw^^ 
; ioted for the record-^* "lon't dof ^ ^ y ob- 
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dimlay of brixigii^ together a whole lot of experience and camLbility> 
and ffetting it mpvuig in one diiiection. The members of the Staff 
the nil Conmiiti^ qn* Education aA<f Labor and the Postsecondar]^ 
Education Subcommittee who did thiis include yoimg ladies who sf^^ 
last Saturday and Suivctay throughout Uie day and tibe night typing 
the latest draft of the latest dra^ of the latest draft of somebody'sr 
bright idea, until it was finallgri^^Ut iiito the form that was under-l 
' standable and acceptable to a number of people. And there are \ 
a lot of people across the country that don't recognize how much talent \ 
there is Dehind us on a project of this kind. 

^ I thi;nk, Father Healy, tnat while I went to a fi;ne Methodist law 
school, nevertheless you seem to be doing very well, judging: by the 
product ofy our school that we deal with here (lf|f this 'committee^ 
Father ImLT/ Thaiik^ou very ihtichj si^^^^ ' ^ 

Mr. Ford. Do you have any questions? ;j> ^ 
Father Gomell is staying for the vote. We had a^riequest from Rep- 
resenta^tivev Coughlin to appear at tliis poiht-to testify in favor of tax 
credits which I asked him to defer imtiT after the panel. I dont seei 
? him here now and I will wait a few moments to make sure that we 
don't cut him off at the elevator. ' , 

With that, I wduld like to thank you gentlemen for your support 
and solicit your continued close scrutiny of the progress of this legis- 
lation and ask you to continue to scrutinize what has been prop<Sed 
to assist us in doing the best joK possible within the limits of money 
and politics that we can achieve. v . v, 

I nave not heard anyone, Father Healy, arlicuiate in gentilem^'s 
^ tejms as well as you have the temptation that faces my coUieague^iHih 
rcispect to tax credits, I haven't heard as much— I should say^'deina- 
gogu^jy— I haven't heard as much hyperbole with respect to i&nything 
aip;0]Cmd here as I heard erupt last fall. I inust say, jbbwever;, to eive 
rh^tine^ devjf^ his due, if I could use that expression^ that but for the nre- 
V:^atdhn.;.pf reaction that brought everybody put of their seats pleading 
■^^fdf J^be -middle class^ we would not be here today with a serious expec- 
%|tio^ in doing what people sitting ^vKjsre.>you are sitting 

TOwj^y?^ those of you sitting here tSlay,';Saye been urging 

us to do 5f or many years. ^ • . 

I remember our colleague, Mrs. Green from Oregon, attempting some 
of these things when I first came on this jcommittee, and it was con-, 
sidered the height of illiberality to even consider siich an ' approwsh. 
. We have manured considerably since then. ^ ■ 

I am sure that those who have preceded me as chairman of this 
committee would relish the opportunity to sit whet« I sit and see, after 
all these! years, the day arrive v^en we can discuss as dispassionately 
as we are the possibility of advancing higher education support for the 
kind„of people this legislation is targeted for. , ; , . . 
• Thank you very much for your help and, cooperation. and pafTti^cuT 
Jarly for your patience with us today. . ; ' " 

The committee will stand in recess until next: T(jJiUt^day. 
. [Whereupon, at 2 :40 p.m.,- the committee ad joigilhed:! ' - 
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TEUB8DAY, FBBBUABY 16, 1978 . 

House OF Rbphesentatives, 

StJBCOMMnTBE ON J^OSTSECOOTAjlY ED|fbATlON, _ 

CoMMXTTEE ON: Education AND Labor, 
. , V..-^ Washington, D.O. 

The subconimittee Wiet, pursuant tp' notice, in room 22^, Raybum 
House Office Build^jg^p?^^^ Robert Cornell presiding, ' 

Members prescrtit; Cornell, Buchanan, and 

Quie. ^P^W^' .. f 

Staff present : JliSpfe R. Jolly, subcommittee counsel; Patricia F, 
Rissler, subcoihnuttee^cl^^ William Gaul, com- 

mittee associate courise|^P:pd Christopher Cross, minority staflc 
director.' " ''W^X-:^ /' , ^ . 

^Mr. CoRNELi,.[presidin|^5pK^ oaf*b^tse{!lnidary Ed- 

ucation is meeting again tbafey W^re testiiHpny pn the Middle In- 
come Assistance Act, a propo|&r •designed t^ hard-pressed 
working class middle-income famny t^ acKfe^ of educating 

their children. We haj;re been gratified by the oyerwtielmiijg expression 
of support for this legislation from a gi^t variety of organizations 
andcitizens, L ' . 

As most of you know. Secretary Califaho testified before in an un- 
usual House-Senate meeting last week to explain in detail the admin- 
istration's proposal. 

FollowiM' his appearance, this subcommittee met to receive the re- 
action pf '.t^li)6stsecondary edu^^ation community, presidents of five 
colleges^d imiversities testifiedin support of this proposal, Today we 
"Will hear from financial aid administrators, student groups, and^ate, 
education officials. ^ 

W^ expeot to conclude these hearings next week by recei'v 
ditio^l testimony from the administration and other witnesses?' 
Appearing this morning is Hon. Lawrence Coughlin who made a 
reqilest to present his views on this proposal. / 
e are very happy to have you here, Larry, and you may proceed 
as you wish. 

[The prepared testimony of Hon. Lawrence Coughlin follows.:] 

Testimort or Hon. Lawrence Couohun, a Representative in ConoiCess from 
' : THE State of Pennsylvania 

I thank the Chairman for this opportunity to address this committee. Let me 
say from thcrt)e^nning, that I applaud .President Garter's recc^itloh, albeit new 
found, of the desi^rate position of .the midle-income Americans strugjirUng to send 
their children to calTeges and,tinlvei*RitJ[eB. I fuUy commend the purpos£is of Pres- 
0 tdent Carter's proposed program t;b '^proyide for the added financial assistance 
for the expenses of higher educa^on, • . ' ? 

■ - ' : ' mil • : , ' 
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A» «p<m«or of the House verrton'of i^e Eoth-Coughlln tax credit measure, as 
weU as otber*tU'cr(^ legislation for more than eigbt years, I can only say 
that we^aiid the t»ublic, have fln^ gotten the attention of the A4ministration 
and theObngrees to the nee4 for education assistaiv^ for middle-lncoine flamilles. 

However, I hopi^ that this amunittee and the American public—especially the 
Am^can educator*— will take a very careful look at the merits of the legislative 
T^de whidi Secitetaiy of Health, Bducatiwi, and Welfare Joseph Calif ano has 
stitched together m an obvious, hurried attempt to block Congressional suM)ort 
of education tai. credits. The CJfurter-Callfftno proposal deserves intwisive 

*^^S§2r a year of listening to Admlnistratipn arguments disclaiming tfie needier 
higher educatloki x^ef for the middle-Income American family, I am gratified that 
the Administratioii belatediy has admitted theVe is a problem, I must also admit 
that I am somewhat'ttaffled with the Administration's proposal. After a year of 
claiming that a $260 tax credit is not needM, has little impact for the family and 
la too expoislve^ the Administration now touts a $250 grant program for middle 
income student8,TiliBliii8tratlon <^clals after castigating the Roth-Coughlln 
tultiMi. tax credit proposal ais far too exp«islve at $1.2 blUion, have now heralded 
an Adminlstratioii package with the prljoe tag of $1.4 billion. 

. It is also Inmlc that hearings were caOM^n this pr(H>osal one day after the 
President's announcement of this progcftfllwhen every effort to schedule hear- 
ings on education tulfVcm tax relief has been rebuffed by the House Ways and 
Means 6oflunlttee in the past five Congresses. ^ 
' In ftusfe it Is an unjustified slight to the many Members who. In good con- 
science, have been, working for years on behalf of their constituents to get a fair 
hearing on this vital education issue. 

The Administration proposal to Increase Federal student grants and loans 
programs to reach the middle-income families and students has several problems, 
as I see it First, I believe, that simply pumping more Federal money into the 
present problem-ridden "and patchwork Federal eabcation assistance programs 
would not be the most effective use of the taxpayers' dollars. A major share of 
the funds would go Into increasing administrative and bureaucratic overhead, 
further inflating- the expensive and duplicative bureaucratic, processes, 
and resulting in a net loss of direct aid to the needy student. 

This administrative cost would not be limited to the Federal government alone, 
but would be magnified and expanded IjQ the State^ov^mments, as wqJI as in 
the educational institutions themselves. ^ ^ ( „ . ,9.-^ ■ , 

A clear example of this Is found with Michigan VState University. According, 
to a recent report, the university has had to hire 60 extra people just to keeip up 
with the paperwork Involved' in loans to students attending the school. 

Second, the Administration program requires M expansion of government red- 
tape and paperwork by requiring families to fill out yet another confusing and 
disconcerting financial disclosure form within the Basle- Educational Opportunity 
Grant (BEOG) program. This proposal still grants the Federal bureaucratsjn 
HEW the ultiihate authority to decide who will get ^ucational aid and under 
what conditions. \. j,, ^ < *w 

^ The current 11-page BEOG form has proved onerous and discouraging to both 
the prospective student and his family, as well as to the educational institutions. 
I, for one, am Icary of forcing the hard-worklug .middle-income taxpayer to fill 
out farther government assistance forms— an admitted nightmare ,to which both 
educators and the public nAw object— and virtually takingja^ pauper's oath to get 
a little help for coll^ expenses. . ^ ^ m 

Third, I am alarmed with the HEW attitude of a^ expanded grant prgpam for 
the middle-class family which smacks of a welfare-like prpgram in #hich the 
Federal GoverniAent can take better care of it than it can take care of itself. This 
thinking when M>plled to the middle-income families which are the backbone of 
this Nation and carry the heaviest tax burden indeed l*|is- far-reaching 

'™atoce*^ Carter admits middle-income families need help in providing their 
children with hftgher education, why doesn't the President allow the family to 
keep more of their own earnings? Very basically, this is what , a college tuition 
. tax credit would do : reduce the family's average tax burden and free more funds 
, for higher education expenses. . . , 

It is ironic that a President who campiaigned against the ever-increasing 
' pioU^s of Big Government would want taxpayers to fill out more government 
rfoftaii* reveal their personal financed and Assets to a Federal bureaucrat, and 
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prove tiiey deaerre a gcnrarmnent ^ncational assistance grant which they finance «: 
thzoogh their own tax money. 

tfnfortanately* I most cantion the committee that th^ Administration altema- 
tlTe package may be a potential booby trap. 

The Carter-Gallfano proposal will,|ida 1900 million to the BEOG program in 
order to provide $250 jprant to families with adjusted gross annual incomes be- 
tween $12,000-^000; providing they survive the masse of govemnient form 
filling; flling».and processing. A total of $70 million will be added to the Guaran- 
' teed Student Loan Program--a Vtogram noted for its large number of defaults, 
•fOmoBt $1 out of every $8. A U^m of $160 miUion wiU also Be plpgged into the 
jh-esent Work/Study program, ^eral admihlstratlve costs on this program alone 
^Or fiscal year 1977 totaled $19 Mllion. Initial estimates of the increased Federal 
ilSdminlfrtratlve costs, under the Administration proposal for Work/Study run . 
into $6 million. Estimates are nit included for the increased, administrative,. ^ 
costs 01^ the educatipnal institution leveL .''-^ ' *. ' 

Some individuals estimate that of every $1 Of F^eral education alq^n^oney that 
. isbudgeted,only W cento Worth of it reaches the needy stiiden > 

Because bf the concern over the state of the Federal financial assistance pro- 
grams, then Secretary of Health, Education, and Welfare Mathews ordered an 
independent study of student *aid programs by the Student Financal Assistance 
Study Group with special concern devoted to management issues and ftaud and 
abuse within the program. The findings of the study are available in .a 263-page 
HBW pubScation. "Report to pie Secretary— Recommendations ,lic^.i Improved 
Management of the'l^ederal Student Aid Programs," dated Jtlne, 1977. 

The study concludes oh page 175 : . . 

"Studtot financial' aid has grown jfrom relative insignificance to one of the 

• don>inant forces affecting postsecondary education today. For example In the 
space of cmly four years, the Basic Educational Opportunity Grant Scholarship 
and grant programs, virtually non-existent 20 years ago, awarded almost $200 
inlUion annuafi^ by 1970 and grew to $045 million by 1975-76. 1 \ , 

'In addition to these visible costo, a massive bureaucracy is beingTcreated 
within the Federal and State governments, educational institutions, and lending 
in^tution^ to administer the programs. Th,e programjs. grow ever. mOre complex 
in sincere Attempts to treat all studento and institutions fairly, While curfoing 
aqnse. The Group believes, it is 'time to r^xamine the extent to which, and how, 
financial aid should be provided and to define the respective responsibilities of , 
the Federal Government, State governments, institutions and.'studento and tU^ 
pi^rents for sharing the costis o^pd ucation and tr§iiniQg.V> ^ 

It la interesting to note, HBw Is currently trying to coUef*t on as many as 850,- 
000 government guaranteed student loans from people who have now graduated 

• from, school and dejCaulted on their payments. Federal defanlto now total $430 
'mlllion--which the taxpayers have to cough np. Nearly 6,800 of those who have 
defaulted on their loans are currently working for the Federal Government— - 
.316 in HEW alone. / % 

For a Prudent who has pledged to reduce unnecessary government regulation 
and involvement, the idea of fnnneling additional student aid through the 
Federal Govismment,, further enlarging the administrative overhea4, is both 
* abhorrent and inconsistent with his avowed policies. 

The tax credit approach is a much more direct and efScient way. to aid both 
the. middle Americans and the educational institutions. I to virtues are its' sim- 
plicity and certainty. 

It does not, as some detractors claim, aid primarily the rich. 
. Treasury Department's own figures e$timate that 76 percent of the benefits 
would go to families earning leas than $30,000. The American Council on Educa- 
tion has estimated that nearly 70 percent of the benefits would go to those 
families earning less than $25,000 annually. 

It is overwhelmingly apparent that we need a program of assistance tbat com* 
plemento and. not complicates the existing student aid programs. Ahd one that 
will be the best buy. for the money. 

As Sienator Roth pointed out in his testimony before the House Ways and^ 
Means Committee on Monday of this week, the Administration opposes the coUege 
timlon taxtredit on a cost basis. Yet according to the Joint Committee on Taxa* 
tion, a $250 tax credit would cost $1.2 billion and'wonld aid an estimated 6.2 
. million students and families— a greater number than the Administration's 
proposal will r^ch and at a lower cost. . . ' ' 
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^;|vilm Ui fuU BQpport of continaing and Improving Fedinr&l e^^ocaittcm ai^^ J 
- ^AjMOcj^ th6 Pmident for his concern with thepUi^f bf the mld4^ 

: -toottpM j to feel strongly that toitimi tftx credits would provide 

: VPw^ and fair means of proyidiiflBlii^ overdue relief. Toition 

. •■ tm bi^ to all^rich and the poor--anV^ implicit purpose is the ' 

; aMstance aiid promoti<m iof educationy not the^i:^|4iBtirlbtxtion'of income. Other 
: prograitts sudi as mortgage interest- deduc6^s%' ^han deductiqps, insula- 
tion ahd child^care dednctiona iare pajrt of our tap^iawB, becauise they encourage 
durable epdb^ Bducation is similarly a desibed end. 
Why not give tax credits a dry—limited aid for families durinj^'the period 'v. 
. of tlm when they are most fina^ a l *;; 

S^AIEinSIIT p^ H^^ COTTOHIIH, A EBPBESENTATIVB ' ' 

• ■ ■ ■ ' '. ■ ' ■ / •■ ■ 

Mr. CknJGBOuiN. Thank you very much, Mr. Chairmaiu I do have a ' 
preimred atotement^t^^ I would ask be submitted for the record, 
anal might ismnmarize v^ ■ j?^-r.,;: 

.With is Judy Fr«eSa t>f liSy stiff, and I appm^iate tW oppbr- 
t^ty to address thec^^^ 

'I>t me say fron^ the beginning that I applaud PftSsident Carter's ; 
recognition, albeit^6w found, of the desperate position of the middle- 
uu^me^'Americans^^s^ send their cluldren to colleges and 

^veiisities. I'fully conunend the ^jtdiTposes of President Carter's 
projposed p]roj^^^ to provide financial assistance for the expenses 
of higher ec[ii<»ii^ a x. ' 

Afl sponii^ Hbuse version of the Roth-Coughli^;|flLK creoit 

measu^e,^a8 well as other tax^oiiedit legislation for '^tyo^j/than 8 
xyep^rs, I can only say that,^i^:S^^^^^^ public, have finally*& the 
'-/f^tjtti^tibn of th^jtdmi^ the Congress to the neea^ior edu- 

/ * 7.1 ^ hope that this coinmitteiB and the American publi^D^— es- 

^.^pecially the American eduBi^jtor^ take a very careftil look at 
; the merits of the leip|latiyc( vehicle which Secretary of H^th, 
Education, and Welf arer,*iFdyttbh Califan^:^ stitched together in an 
^ pbviou^ hnrried%tempt to block congr^Srial support of education 
tax credits. The Carter-Ctflifano proposal deserves intensive scrutiny. : 

After a year of listening to amninistration argumenjts disclsiiming 
the need for higher education relief for the mitjlme-income American 
family, I am gratified that the administration belatedly h&s admitted 
there is a problem, I must also admit that I am somewhat bafied with 

\ the administration^ proposal. V u 
^ After a year of claiming that a $250 tax credit is not:' needed, has 
little impact | or the family and is too expensive, the Administration 'v,; 
now^^uts a $250 grant program for middle-income students. Ad- 
ministration officials, after casti^ting the Rbth-Cpughlin tuition 
, tax credit proposal as far too c^j^'ensive at $1.2 billion, have; now 
heralded an administratibh package with the price tag of $1.4 billion. 
It is also ironic thai^rhearings were called on this proposal 1 "day 
. iHjj^T the President's anftQunoement of this program when every effort 
. ; to schedule hearings on education tuition tax relief has been rebuffed 
f)y the House Wa^s and Means Committee in the past five Congresses. 

The real question should not be a jurisdictional question between 
two committees. I hope the c<jmmittee will address the real question : 
should we have a $250 grant or a $250 tax credit ? 
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.iil^^^l^t^ with the gi^t program 

>Z bel^^ more Federal money into thepres- 

>tapa^riaden aM paitel^^brk Federal education assistance pro- 
#®^9Wd Wttbe the i«st/^ffective use of the taxpayers dollars, 
^ ^^J^^ il^t^P^ ^ fuml^^iild go;in^ increasmg wim^^ 

overhead^ further erj^ve Iwiiil^dtoU- « 

c*tive bureaucratic ptocesses, a^id resultiS^ 
aid.to the needy ^udent n^^'v 
This administrative cost would n(]ii|;bei li&i^tse^ thfe!^^ 
: ?^*^went alone, but wQuld be magnifiea e^p^^ 
eninjtots,^^^^^ :v 
• A cfear eijciijjiple with Sliichigan State Uiuv^r^tyf ' 

, 'According tc^A repbrt, theimiVjersity; M^s had t<i 1^ SD^e^ 
people just td'^pftp ;. up with the papen^rork^ii^vxived in loaiasl iixx^ 
dents attehdii^13|i]^s^ . 

Second, the »dim^ program r^idi^ ah expansion of Gov- 

emm^t retita^ and jpaperwork^ requiting faniilies to fill but yet ^ 
another confusing and disconcerting financial disclosure form within 
the Basic Educational. Opportunity Grant <3ECK3)-p^ This 
proposal still ^ants the Federal bureaucrats' infllEW the ultimate 
authority to. dedde who will get educatioaial ai4: and undec what 
conditiona ^ ^ ^ V 

You a^e awarei^^f iie apphcation f&rm, the appU^ 
grants we ar^ 'i»lkli|^ today. If it is anything like this, it is 
"^deed a dem^5tiip|;idnd of f o^ 

api)licants» and jpSmits?^ fiaaiicial^; statements and it " 
imiikety that' many niiddl^incOD^^^^ will complete such a V 

! ; is an^n^iSdsiMid I, for 

v^n^^^^^ the Hifcd^iiybVkibg Americans* 

; . Third, 1 am alarmed with the iffiWe attiCude: grant 
program for the middle-class faniHy-i?i^^cUjM^ a welfare-like 

program in which the Federal Government ca^Ktek^^ fe^ of tlie 

u^y^^*^ ^ of itself, Tliis thmMmj when'appUed t^ 

the nuddfe-incoine families which^re the backboneof this Nation and 
^t'^u- uf^^^ burden indeed has far-reaching implications, 
1 1 f}^^-^^ educational tax credit provides a credit because the 
family deserves it, to assist them in obtaining the higher education in 
tune wji^ the family is under the most financial stress. 

The CJarter-Califai}?;^ will add $900 million to the BEOG 

program m or^iu^^o m\«le a $250 grant to families with adjusted 
gross annual iticQmefl' between $12,000 to $26,0()0 providdnk they sur- 
vive the maz^e of Government form filling, filing, and pr^^iM, , 

At0talof;$7pM^^^^ 
Program— a^jMrogram noted f 

out of every %A total of $150 million will also be plugg0ff into the 
present Work/Study Program: Federal administrative •costs on this 
program alone totaled $li) million for fiscal year 1977/ .^^^ 

Liitial estimates of the increased Federal adifUmstrative costs, 
under the administration proposal for Work/ Study iM inlo $6 mil- 
■ ■ ■ ■ ■ ■■ ' ^^V'V^*^*"- . ■ 
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lioiiL Jistiinate^ are liot included iov the increase 
on tKe educational institution level. ^ - , ' ■ ' 

I am sure th^ committee ia aware erf a study, commii^ioned by Sec- 
letarj of Heal^^^ Ediicatiqn, aild Welfare matters. This 263-page 
jpubhcatioh, *^Eeport to thjj Secret^nr.: Kecommendations for 3jnV 

5 roved Management of the i^eideral'&udieint Aid, Programs," dated 
nne 1977^ concluded that a ^massive bureaucracy had be^n created 
^ witihin F^5T^^^ State, and local gqvemmwits as a result of these pro- 
' nank It doticluded it waS time to rel-examine the extent ap4. 
how aid shcrald be provided. ^ ■\: ^ > 

I hope ra its considerations the; subconimitt€SB>;as I saWi will ^pt 
just lQ^;at^t^e jurisdictional question, but v^ill . look at the cliff er^c^ v 
between grants and tax; credits on th» merits i^ ttt wluch is tl^e be^£^^ . 
way of prwp^^ ^tie deispeAite' imddle-incom^ f anii^ ^ ■ 

whom this #holeprogr^ ' ^ ■ 

. A^ain, I commend the Administration for its approacn tcJ^ the ; 
pi^i^em and ^ts willingnesis to do something about the desperate: plight 
of middleKinpome ftoiilj^ I hope the committee will considier the* 
fact that we do not wai^t -to put middle-income families on welfare. 

Tax credits will not do that. It^?nll give those feniilies a choice imd 
/"give th^.tbe benefit to whifh they arie entitled ia$ a matter -of fight, 
: not as^i nitttter 6f largease; V- . 

;! Mj. GIiiii:man; ih^^ yoii very much. I appreciate the chance to^^ 
jummarisse my statem ^- . " ^ ; *» ' 

Mr.FoBD.Thankfou, ^ ^■ ^ 

.■ , ;^Mr.CorneUiv-^^.^;:... .r ■ • - \ , ■ , . • 

^^^ : * M of the administration, .^ / ^ 

coui^, is th^ri^y ^ like this sjxpnld be; based on^need, 

and jhby'm the gi^yjSig of tm^^ 

'^bwwotildybui^spond'^ t^^^ 
• : First, r would saSr . that Kotti-GougW^ 

: and that over 75 percent of that aid wuld gd^fattu- 

Ji^ with mcomes of under $30,000. ^ / w 

. IS^ I would say thj^t it ig perfectly possible to put an upper , 
{^.liicome limit on the .t«i Vredit. In fact, legislation J _mitiaUy pro-. 
'■ posed ill the tax cr^ffit 'fi«H was the graduated tiype,;of progr^. 
Mr. FOB&MI the gentleman ^ould yield, the (Soin^mom Budget 
Office toldf iu^" that a $250/ tax credit would pttt'^prrsome; percent ot 
' the money that would be spent, if you spend $l.rbilUon, mthe Hicome 
group between $10,000 and $25,000. ' ■ a 

Tou cited A study that said .75 percent of the money ^wotJld go to .; 
peoplegnaiftr^OjOOO? . . , ■ -J^^ Hk, 

, ' V . jj,.. e<>tjQifi|tiN. Let me gefcthe figures on that. [Pause.] • ^iv • . ' 
• lliiB 'flffiitw wa? citing come froit} the American Gpufi^l cm Ed;a<5a- 
tion. lli^; wis a Department of the Treasury study b^ the- Ajnencan , 
Couhc»Joi'Education,if I lispall pi:Operly. ; ; , . ; - 

m&. It would .beflp#i.l. yPtt c^ 
directly' contradicts ther gtMjr jiwt leleased in^iTanua^^ ; 
gresfflonal Budget. Office, wHich iSv-in fftct— I do not Ipnow if you 

• have seen it— it is a study that! wM fiommissioned last §pnng,^in 

• spite of your observation that the adinitiistration, aftd presumably 
V this committee , in cah($btst tnth them, just discovered the prql^l^m; 



of the middle*olin in the last few weeks. Last spring w« asked the 
Oongressional Budget Offic^ to examine four cuffen^nt alternative 
metJM)ds of providing higher edijEbiiiUonal assistance to middle-income 
families jei^gAatt^ t$e area irom $10|000 to $26,000 as middle- 
income on the asBunyption that ihe Bureau, .of Labor Statistics and 
* the Census were reasonably accurate, 

As you probably know, as early as 8 weeks aso, figures were^eased 
. th$t <ml}jiQ perce^ a combh]ie4 family income, in excess of 
. $85,000^^ a shock to paople, I am 8u<^f who see the 

kinds of salaries w^ see around' Washington, but, nevertheless, that 
is the latest figure on what^ f aihily income is. 
- .Mr; CotoHUN, Thf;' 'jf^rcs I have, the Treasury Depar^ent's 
own estimates indicat^'^ll^t 76 percent of the benefits would m to 
famili^ earning 'le8|9 i than $30,000 and the American Councu on 
£duc|tion has estimate that 70 percent , of the benefits, would go to 
thos^families earning ^ess than $26,000 anhjially. 
As I also pointed out, it is perfectly possible under a tar cr^it 

Erbposal to put a cap on the income level at which yon provide the 
cnefit .... ^ . ' 

Mr. Ford. There has ^n legislation on that proposed hy Mr. 
Ribicoff. ?/V. f ^ < 

Mr. (>3uoHUN. And hiyself. *f 

Mr. Ford. In the past tne capi^was nqi^. considered in the five alter- 
natives, the five different m(\thoils th^t the Oil^ce of Budget Analysis 
in the Congressional Budget Offic(itf.did. It i^ldicatcd that tM^non- 
V refundable $250 tax credit, which' woiTld cost's!. 7 billion, woufa put 
49 percent of its money in the group up to $25,000. And, to increase 
the basic grants by only $800 million, vou would'put 72 percent ,of 
the money in that group^^^xpansion of the guaranteed student loan 
program, th^y''hidicate,.,^0Um;haye an uncertain teault. And we also 
nave some dhc^rtainty 'in,.;d(fjiling with* the legislation. Since this 
group never* liacl access t6'''gtmrante^ student loans before, we do 
not know how, much use there will b^. 

There i^re Varying estimates. The American Bankers Association, 
which I ifiid^jrstand will be testifying in favor of this bill, indicate 
that they tliink^that there will be a substantial increase in the previous 
use of giiara^t^^ student loans because of the income levels and the . 
fact that this^ income level group constitutes a substantial number 
of families tliat are already tlip. customers of banks and have some 
acquaintance with going to a bank and asking for a loski. At least, 
they do not panic mien they see tlie t^^sta^t manager. ' 
^Mr. CoroHLix. Tlie objection I haa^r tp:timt kind of an approach 
ilWhat it seems to me that some educaftohal aid at that time when 
a family is under the moal stress sliould really be a matter of right. 
We jyrovide taj^redits for insulation, we provide tax credits for child 
i^care, we provide tax treat^ment of cliaritable deductions, tax treatment 
of mortgage interests, and some aid at that particular time in a family's 
lifl^hen they aiv trying to educate their children should be fl^ matter 
of. Tight, Mft a matter of liavinp to go and apply for a ^fv; not a 
matter if filling out forms for an educational grant, not A^aiter of 
having to disclosp fill of tlieir persona) finances arid have buirieiucrats 
dictate whether thfey will c^et educational aid or will not. 

It sRould be a matter of right, just as those other things are. 



mmtmSn^ Mt of *y<mwfll hAr horn m l^riot ths , 
hibnm th< lAttnyil Revenue does not know the efleciife ojf^:^fi "at 

I imn hmxA the •unriMtioM that the tax credil route k an mtjf way, 
adaiidstretiTely, to deiHrith theee thini^ ^hat ii tft reynftmen^ 
for the fattUj to fet a tasotedit under the legUlationthat ydi iuggeet 
. ae^alterftafii^tot^ . ^ ^ ♦ 

Ifr , OoovBLnr. Simply taki^ the credit on thiir inome tax mm* 

Hr.FoMkWhot* ; ^ '^A:ki*^^i ^ 

. Ifr. CobQHiiir. The famUy who has the ecn^ # 

Mr. Foim. Who gets the tax credit ? " . \ ^ . ^ * 

Mr, CoooHftN. TTier© is a cre«t for each childthat is being educat^, 
beinit smt through hiriier education. , vT. / . ; . * 

4 Mr. Fo^D, What if the child js an'emancipated childM|nd hving <» 

^ . Mr. CouonuK. If they have an inromlphey <?et a creflit If they 00 
not hi|ve an income, they ^jet a tax refund undernh^ Roth-Coughlin 
» proposal. 

Mr/Fosp. Full-time students? V ^ . ^ 

Mr. CotraBLiN. Yes. , _ , ^ 

Mr. FonD. How much of atax credit dofs a"^part-time student get! 
Mr. GoufflaUN. Under fh|t proposal, there is not a tax credit for 
part-time students. It is to encouragfe fuW-time students going through 
full-time education:' Those ar^when they have the hiflrbest expenses. 
I might say that the chairman Ipeaks of the insulation question, 
* that the proposed tax credit did not encourage him to 'wait to get his 
stolin window?^ We are talkipg about a $2» credit and a $250 ffrant 
I gucm I Vould say that the fcW) credit would be much more likely 
to be-^helpful thaiu a grant where you have to go aflBrmatively and 
fill out reams of foilins. ^ i 

Mr. Ford. The average tuition, u naii i l tni4j on, for <^"VJ^^^ 
• leges across this countrv i*,«500 a y>ar. WMbfjsseTis half of fSOO 
f going to b* fo**hose families? That ft where the middle-cJasB crunch 
is 'coming. Only 48 percent of the people on college dimpuses today 
are under the age »f 22. You keep talking about the family as though 
there are a whole lot of ri(^ daddies or fniddle-class daddies out there 
that, in fact, are paying the tuition for their children. It is just not 
so. That is not the^vay people are going to college M»y- 
, yft have more people working their way throit^ college on a 
or full-time basis today tl>pn at perhaps at any tS&ie, in real nttdipei^ 
at any. time in Uie history of the countr>\ In percentage, it is perhaps 
not the greaterf' since the depression, but. in any event, in the case 
of mdst of the students^ profile, you find that, if the families can 



ffiv^ substantial mipport at this income level that wo are talking about, 
It coniisU of housing, clothing, ti-ansportation, and food. . , , 

The kid has a part-time Job, or the Ikjpboh haH a^art-tmio job, and 
they^rilck up the tuition. The tuition tax credit is aimed specifically 
A tujtion. I can understand why it has to aim at tuition. It has to 
aim at tuition bccauv the institutional nupport that -yon hope to pot 
!it>m that is nft going to lie there unless a connection between tuition 
or collected by the institution, is involved. 

Everyboily knows what is at the base of the attraction of tuition 
tax credits. It looks like an easv way around the> first amendment for 
those people who feel frustration ovi i- whftt they feel to Iw le« than 
a fair share of .»<upi>ort for private schools, particularly in church- 
relatetl schoola. , , , • ^ , 

You do not see the private schools or church-related running toward 
the same approach, because theyiare a little bit hesitant about trying 
to matee that argument. . . ^ 

Mn. CoRxrxu If the J^entlenmn would yield Imck for a moment! 

Mr. Ford. Certainlv. 1 thought you andl diJMiflprt?edf . 

Mr. CoRNKLL, I tliought the name of this legislation was wisely 
chosen. It is really not applicable. Middle-Income Student Assistance 
Act^ Who fall in the niiddle-income category— the students or the 

families? , , 

Mr. Ford. Oiir legislation, if you take time to look at it, considers 
even-one who might l)e attenvjing c ollege to l>e eligible for some sort 
of I^V^leral assistance from thfc |)oint on. if th^y are not m the top, 
probably in the top U) pei»nt of i)ei-sonal hu-ouio. in the top 20 per- 
cvnt of /aniilv income in the couBtry. * n • 

Mr. CoRNfix, In vour remarks to Mr. Conghlin here, you are talking - 
about all of the studfents. He is reCprringtothe family. 

Mr. Ford. He dm^s not do anything for students unless they arc 
in fact full-time students. What is tho figure now ? 
' ,Mr. CoroHUK. On Uie theorj* tluit the full-timr student is the one, 
and the family with tie full-tiine student are the ones, who nre bear- 
ing the greatest financial difficulty. 

Mr. FoRO, ^Vliat do vou do. for exjiinple. witli your tax credit pro- 
; posal for a-womnn who is now hend^of a hoiisidiold with tliree children, 
who has reiiche<l her late twenties, hns a partially completed college 
ediirntion. and has an o|i])ortunitv to take somo cart'er-onented college 
pni(rram on a part-time Imsis ? Can she gi^t any aid or assistance under 
tfcis program to p> to s^'hoi^H ' • . ' , , . 

Mr. CoroiiLiN. The j)n>jrmm. as ndo|)te<l by the Senate in the last 
Congress, was (lesignrd and gwinvl to the full-time student. Her ex- 
pendea, of course, as a pai-t-tiiue student, w^^iild l>e considernbly le»J 
thanHhosetnkingediicntiononn full-timohasis. ^ /\ 
' -Mr. FoHi). Part time mi^'ht mean thaf you aiv'payinjr $7r)0 a year 
- inkejui of $1./V)0 nnd thnt is gonoinlly the way it is, Tt is not more 
efficient financially to go t4> s<-hoc>l ^ni4 time. It i*^ the most expensive 
» way, over the long hnul. to pny for o^luration l>ecnuse iisiinlly there 
is a kind of (lis4 0unt basis in taking' the full pncknge. Also yoii have 
th<? time you Irnve to rontuuie sup|)ort activities for education. It 
takes moiv mouev to iro to srhool S ycitrs full f>r part.tinu* than it takes 
to go to school for 4 vears. You rvrtainly have friends who finally 
made it thmu^rh law sehool at :\0 lK¥hi!.s4» they had family obligations 



M&d ao OCL If they tUrt totaling up what it cost them for that educa- 
tion against those of us who went on schedule, it is an expensive 

Oovomm. I went to law school at night myself because I 
eould not affocd Co do it any other way. 

Mr. CoENlLu Under tM program that you suggest, are you elimi* 
n^tttg aU other types of student aid t 

Mt. Oovwof, Na They would be— for the needy student, they 
would stm be there. 

Mr* Oomu*. That young woman in the hypothetical case could 
get assistance under the program? 

Mr. OouoHLor. Yes. 

Mr. GoMKBLU If I ma^ ask a leading question, the administration 
arguei^ of course, that we ouffht^to base the program on need. Do you 
not think that there is sometninKinconsistent in that statement, and 
^ in their oppositions to the tax credit proposal when they provide this 
1250 direct grant to families with incomes of $16,000 and $26,000. That 
is a wide range and it is inconsistent with the idea that the amount 
ought to be based on need. 

Mr. CotroHUN. I think that those families also are in need when they 
are trying to finance the education of children, because I think edu- 
cational costshave increased so much that th^y are still in what I would 
consider a need category in a particular period in their lives. If they 
are talking about the neediest of the needy, obviously it is noit directed 
toward these and there are other programs to handle those, as you 
so aptly pointed out, that would not bo discontinued by the tax credit 
approach* 

Mr. CoRNrLL, The other day, when we had several coUe^ presidents 
testi^ing, I did not anticipate that they were going to oppose $1.4 bil- 
lion that was going to be available totollege students. But one of them 
did point out the inconsistency of the administration's saying that we 
ought to base it on need and thenxome along with this broad range of 
$18,000 or $25,000, They all get thTsame thing— a $250 direct grant. 

Mr. CocoHiiiN. That is another reason why I don't feel that the tax 
credit approach should be criticized on the basis of need. 

Mr. Ford. Does the gentleman from Wisconsin have any doubt in his 
mind that the two to five or three, whatever, billion dollars iti takes to 
patch together a tax credit program that makes everybody happy is 
going to come out of the column titled e(liication? Do you thint they 
are going to put it under Defense Department or somewhere else? 
Where do you think the money that is going to pay for the program 
is going to come from, except from the programs you talked aoout. 
The President the other day indicated that one of the principal reasons 
they decided to come down against tax credits for higher education 
is that inevitably, however you broaden tax credits — for example, if , 
yon try to do something about the inequity of dealing with the part- 
4i5ne student, we simply add mote cost to the program — it will be at the 
expenseof the existing program for poor people. 

For Riat reason, they felt constrained to oppose that approach. No 
matter how you do it — I think I am quoting Father Healy correctly 
when he said that they had come to the unanimous' conclusion that 
tax credits could take money from the poorest people and give it to 
the richest people. 



I lljvOou^^ if he^b talking tax deduota^ he may be right, but 

. MB^ Qua do not pay tiax. When you look at 

ik^i^g^ tax. the tax credit is always more of a benefit to the poorer 
rpM^lel A;tiix uductiiVn is more of an advantage to a richer person. 
%F<m Not i^iB^ tax credit is paid for by money that had been 



used by oUtiri^t 
Mr* C^tnx. I do not buy that either. We 



proffralns. 
ilhiiikl 



are going to enhance the 



there are more people who will asree with me wbo think that 
we ought to increase the grant program, tne work/study and i>rovide 
the tax credit I think people who are middle income and iipper income 
would be more willing to see the grants go to the poor and the lower 
income if theV do get some benefit from it themselves. ^ 

I used t6 nght that idea, and you xised to work for that idea. In 
fact, just a few Congresses ago, to help the middle income, I could not 
understand Tirhat happened to you folks over on the Democratic aide 
when we were trying to help the middle income. I thought it was just 
UB Sepublicans who were supposed to be helping them. 

And we switohed and we|xt to the poor. I come to the conclusion we 
ought to help the poor and the middle income, "both. 
^ Mr. Ford. I hope you take note of what Mr. Ouie just said, because 
in your statement you said that no one has paidkny attention until the 
recent furor over tax credits. ' , J • 

Some of us have been/battered and bloodu^ in tr3dng to expand 
programs for the middleancotSe. , / 

But for the\focim<^the tax credit discussion has brouj^ht on the 
middle income plight, we would not be where we are. We are very 
grateful for that None of us suggest that tax credits, in the absence 
of some other, approach, would not be an effective way to get some 
money to middle-income people. 

What we are discussing, we think, when we are comparing tax credits 
with the approach that is before this committee, is the question of 
whether one methodovecthe long haul is a more effective way to 6» it 
than the other Aiethpd. dp not contend that tax credits will not do 
anything for the middle class. 

The question is, which is the most effective way, given a limited 
amount of dollars? Mr. Quie has consistently, in my years on the 
committee, voted for hij^her appropriations than Presidents have been 
willing to ask for and higher appropriations for years than the Appro- 

Sriations Committee was willing to suggest. And Al will remember 
ow many times we stood side by side fighting for money and we have 
never had any of the existing programs fully funded. 

Every year, it is a fight to seeiliow much we pro-rate, take away 
from people. After this committee determines what is needed, we have 
never been able to get enough money to fund the programs already 
onihebooks. /"'^N 

Mr. CoroHLiN. That is an argun^^nJ^Mr t«ix credits, because you 
do not have to go throtigh the whol^u^opriatnoris process and the 
uncertainty of that each year. It Is ouilt in)^ the.v law, it is auto- 
matic. You do not hive that problem. 



Mr. Foia>i It is an automatic expenditure, sort of like the welfa^ 
coete that ate^ed over there at HEW. When you wt high un- 
emplbymoit and thescrfixed costS} these automatic escalators go lip. 
It takes m^ey away uiat would be available for targeted programs. 

When we get the budget from the President, there is going to be a 
column in that budoet that says education>fjinds. Jt is going to be 
broken into higher raudition, and we will have already spent over $6 
billion out of the President's budget for the year in education tax 
credits. Hte is going lo take it out of what he id willing to siippoi^it: and- 
the Office of Management and Budget is willing to support fc^/edu- 
catiqp for^e jear. 

IMtf . CouoHtiNV The same argument can be made on the $250 grant. 
It is the same argument. ^ 

Mr. Fobd; Of course. 

Mr. Quix;. If you would yield, social security benefits and the GI 
bill as well. Ip was not really until we got into student aij^ programs 
in the late 18w)*s and 1970*s that we really were aware of the extent 
to which soqf^'i&^urity benefits actually provides aid for students in 
poetsecondai^ c4ucation. ':\ 

I think yo.ti §ri right that they will take this just the wajr they do 
the social s^i^ttrity benefits and the GI bill, and in that one special 
/lihalysis of ^y^iij^ into education, put it over there in that 
analysis, ^^yf'. ; . 

^ Mr. Foiu). Xou jti*^^^ interesting proposition when you men- 

tion social s^iijriiy Sfeducation benefits and veterans benefits. 

There is pt 6ba no particular category of highier: education bene- 
fits that is as controversial in the education community today as vet- 
erans benefits. The problem arises out of the fact that an agency, 
that is not education oriented Kas to define such things as a full-tiihe 
student. ' ■ ' 

Th^ suggestion is that it is easier to administer tax credits be- 
cause you do not have to ^o through the maze of HEW. The ^^rob- 
lem we find is that agencies who are not in the education business 
have some diflSculty keeping current with what a full-timeMstudent* 
really is. , • 

As a matter of fact, we have had some lawsuits this year brought 
against the Government because of restrictive regulations. Presum- 
ably the mS will write the regulations to go ^long with the instruc- 
tions on the 1040 on*\vhat a full-time student is to entitle you to the 
tax credit. 

One of the concerns .\^e have is putting the IRS in th;e business 
of deciding who are full-time students. For that matter, fo define a 
student, you have to define an educational institution, and I would 
assUme that you would agree with me that we would expect them 
to do that; We would' not want somebody just to create a school out 
here, call it a school, and be able to charge tuition and have people 
take the tax credit if they were studying the flight of the geese this 
year; or whatever jni^ht come to their fancy. 

What happens is that what looks like a simple proposition gets 
complicated when you try to define terms like student, school "land* 
full time. ' r„ r 

Mr. CoxjOHUN. Specifically on schools now you iian make a charita- 
ble contribution to a school That is a defined thingJ,;Thet'^K$ al- 
ready does that. % ■ , 



ERIC 



5^rv]i^i^ the IBS definition of schools 

.:''^p6ifi§^ inupedimeht td the lEMsadeimies, f or example, which we try 

( is a UtUe diflferent than IKS's. We have 
^"^tmW'^i^^ ti^ conunittee, the IBS definition of a private 

n -T ^fe very rel\ictant to take their dejamtion. 

life is ?Wt edy charitable conWbytions, b\it those jgoj^le 

^ students in cbHege find that studOTw^^^^^ 

iiftrt always go ^ TO They have to Mt anvERS 

regulation ^ you cttUpcake vout son and daughter as an^ 
exemption or not for tiie t^e iiiey have gone to college. They .haVe. 
already workied with a sub^;antial portion of 

Mr. FosD. But it will require; substantial regulatory supervision 
by IKS tbi determine that the tax deduction for that particular year 
is a legitimate one. # j* 

Thejbeauty of it is, even though you can get your withholding 
reduced because you have somebody in college and you have to 
justify that at tiie end, by April 16, it is after the fact. 
The problem that we have had with loans and with grants is that 
\. thev come before the fact Then you, have to try to get that money 

back from them*. * / 
J What we find in IRS is that the parents of these tend to be 
honest. By and large, parents ^re honest. It is an amazing thing that 
;* happens in this country. People are filling out their own tax returns 
iviv -and charging themselves and giving it to the Government. The JRS 
• ;\doeg a spot check, but when you IcSfcc at the millions of people who 
■^^^^pay taxes, their integritj^ is amazili^' The same is going to be true: 
;:*^^,much g^ integrity ip^jthfe tax credit than in the grant 

f^" Jffir.xjBijy^^ think so. The IRS has been devilishly clever at 
' %:5angf,:^^f^^^ honest system. People are less likely to cheat on 

anincome" tax return. ' \ - , 

Mr/ QmiE. If you take a percentage of people's m 
their loan with, those people are much more fearful of IRS, of chea|^.'t^; 
in^. than the local college. * ' v^" 

Mr, Fonn. One of the concerns that the education community raised;!;, 
to us, and the Secretary testified before the committee the other day, 
is cash flow pnjblems. 

With all the strains on the middle income, when you try to package 
up money to make the decision in the summer of going to school in the 
fall, you have to look at what the resources are going to be. Even 
though a tax credit ^ $250 is gping to be due for the money you put 
out this Septe^bfer, it is not going to be/received probably until next^ 
spring or summer sometime, but^you make lip the j?ap in the nieantime. 

The one advantage— although it has to be done in front, as Mr. Quie 
indicates— of having a grant is that the grant is there. It is literally 
in the bank for the sjchool at the time the school starts. While it does 
take time fflt(J>r<>€«ss paper, the student starts scljobl at the begiiining of 
the year JbecAus© it is going to be f ortli(^mmgr 

I^erhaps the schools could work out scmie sort of a Joan arrangement 
to considei" the $250 tax credit at a later date as a receivable, but we get 
them back ihto making the kiixd^ loan^'that they do not now make. 




Mr. Obairmanl,^ >ust had the president of the 
' of University of Michigan heretheV^er d^ anyone* 
^118, ond t^e studente out there, that they appliea for Fed* 
see last year jbr tids yeart college land they still have not 
, , ^ _^^^e Gfoverntaeni At lea^^ 

r i^jM^^ forms and have that processed by HEW and 

4?^tl^.|ia|ifflft there is much less certainty in that, than 

a little Wt earlier, you 

<fi|:^a^ Withholding. You can have a lesser withholding 

^: * V; jti^ ex^riencc^s iyear, because the pay increase came, J[ 

x:^tr^l:&il^^ give it to charity rather than give it back to the 

v^';^: !^ There was no sense, in my paying taxes on all 

^ > . » o^ifeiSt aaid not having that money, so I Changed my withholding s5 • 

■ ' • I a substantii^lly reduced timourit. r 
v}^^* \ 3^ worth of money went to charitable contributions. The 

1^, ' .* sa^ bei done with the tax credit. However, you change the 

• : .* , Vndih(^ding so that you have that money. You then have the accpunt- 

• vihg ly^ April 16 the next year wjien you had better make it accurate, 
• ; I :* orthey are going to get back after you again. 

; , J * Ford. If I may be facetious for a momfent, Al, that sounds much 
^ ' i^impler than the way we do it now. ' • 

; r ' ' .Mr; Ford. This could be called the H & R Block approach. | 
^ /'"Mr. Cornell? , > . 

V : /Mr. Cornell. I would like to make ojie last statement. I think Larry 
I- ^ Bnd others who have pushed for this tuition tax relief have really made 

V ■ II , contribution. It strikes me--and you alluded to that in your istate- 
'J ^ ment-^that when the administration ;<jame out with the budget not 
; ' . fting ago thfey tajked about a $250 millicyh in^jrease for tK^e programs ; 

then all of B sudden they saw the light of dfcy- ftjri^ de^^ 

• $1.2 billion more. I doubt, if it had not been f(lr?the dtive f or tuition 
tax relief , that the administration would not hd^^e ;(;c^n(^ along with 

„ additional binding. • * --V '-^ / 

'/'^:^.;^-.Thank'you. ■ -.c.^ . . ■ . ' ■ . 

^ : 'Mr. CotTQHLiN, Wfr.&^©i delighted that the administ^ation;iha^^seto 

^^^llr/FoRD; Air pf us would agree vith that. I thought I sajdlaie s^fctne 
tilling a few mcHDMls ago. We ai::e nQt at the point of watiti|ri:g:t6=fight 
th^ battle of tafliHHits. We ^iU let the Ways and Meahi^ (3<5n^ 
worry abotitthar^ifeelf.' . ^ V • * \ [ y^^f^'^'i--'' 

We are at th^pi)int of measiftiBg this a^pproach against aHerriatives 
ifrhich not only j^iiclude f^^ but th^ tax* deferral |>rogram 

that is being adtfjBfcated t)y 5^ 
■\ are a numb^ variations on the same'the^^;. ' ^- . 

I appreciate very much the, oppoituhity we had to get into this 
word the kinds; $^^6mpa^ ; ' 

Mr. Buchanan? ^ '^'■^'f^'^^'' ':^.' V 'v ' 

Mr. BtrcHANAN, T^aAk' y6ur 'Mp.j Clm to^^, commend the 

, gentleman for his vlWershii) over a'peiic^d of time ir^-tW As 
someone who has cbsponspred tax cre^^ l^gji^lationi I am^deltoinly not 
hostiloto that approach/ ' ^ '.'.^^ '■ \ ^\ 



Pem;»nslly, , I have come to somewhat j^ayor the apptoach of the 
adminktratiml bill. However, I personally feel that we must find a 
way to provide this relief to middle-income;people without penalizing, ' 
qi^ taking away [ ■ _ . 

C I have more of a stat^ent than a question. My greatest concern is/ 
tlAt whatover'approach >^e take^^i^^x <^redit or this grant aiid loan*^ 
' pipgramv it will proveiipottdn candy, especially with the grant and loan 
; pn^i)^^ WO; do mot |j;et the sufficirait app]x>priM^ions; 

] I cm al^^io^ close enough to 

full funding for the"]^rogram to become other fhan something that 
takes awa^^ from low-income families hj expanding the number of 
.people eligible from the sm 

I therefore want to urge the gentlenyin and his Committee, on Ap- 
propriations to ti^ a really hard look at our authoriaatiaofliJbr„edu- 
cation, because I nm very much afraid that we could provide this 
authorization for relief of middle-ii\(!ome families and then the 
Budget and Appropriations Cqmmitt^, will not concur with us*-^ 

After that happens, and we make nibre peo^l^ eligible for the same 
amount of money, .we have, in effect, trdisjgf^rt^ Jrom ld\^ income 
to middle income some of the assistance, -^^0,^^ 

I hope that the gentleman will look with ^^i^ympathy and mercy 
on our authorizations. \ * > 

Mr. CouoHLiN. Thank you very much. 

As I said, one of the beauties of the tax credit approach is that it 
is not subject to the vagaries of the annual appropriations process' 
i;.^ii)id the uncertainty that comes from that. ; /V 
Buchanan. Thank' you, Mr. Chairman.'^ 
•"^'"Mr. Ford. Mr. Quie? v :t 
Mr. QtrcE. Thank you. 

I appreciate your testimony. As I yidicated when I asked the gentle- 
man to yield, I Strongly support thV tax credit, hnt T would like ta • 
see us improve and expand the grant program that )oomes out of thfe^ ' 
committee. , ^ 

While I had some reluctance when we exten^Qd it' to go all^the w;ay 
to $1,800, since we did change the law, I think we ought to be funding 
vjthe grant programs at $l;,8|EiO^ That is what the administration do^s 
iy^jiidT strongly fa vo^^^^^ . 

r^' .-Pj^tit. oi flie administration bill that *I have i^servations about is . 
,;i:.jKittTtl$05^6 everyone from $15,000 to $25,000^ which is adjusted ; 
■ about a $32,000 income. ; r ^ ■ 

Instead of using the ciirrent:80-30 percent "tax rate" that is impliij^d;' 
in the administration bill as .well as in present law, I would like '.to 
propose a li-pprcent ^tax" rate- Above the family -oflfeet^llowa^^^^ 
and graduate the reduction so that at a little over $2d^0^(m:a faihily 
could still get a grant. Under this BEOG it would pjpe^ate as the. 
program did before, but those between $23,00p and $25,o60 wpulcl 
not be teceivin^ any amoimt in ^typical faipily. . ; ^ » 

That is readily the way I wouWiike to 3ee the administration bill- 
-changed. •■ , 'i/'* . " ' 

' I still beli€(ve'that the return we get in thi^ country for people going . 
through pbstsecondary educjjition is enormous. We get the revenue 
back later on. \ 




I ain really disturbed that the pe^ 
above $17,000 has decreased as much fts it has from 1967 to the pres- 
jGoit time, Swdei say that tile draft had something to do^with it and 
it my have ha4 someth^ do with it. I believe- a great amount, ' * 
bijca^ , 

That is why I believe that we ought to have the tax credit^ Then 
"*^'*^'^4^^^ do not haVe tpworry about what one's income 

ilt^ dr what be. There would be as- 

kiioe that you would receive ,tiie tax credit.' when your son and 
irhiter icoeetoeolleiEe. v. , 

ITith that assurance I think we would motivate parents with that 
^onscious thoi^^t when talkinj? to their son or their daughter dur- 
[Jiose years in developing their decision whether to go on to post- 
*iaiy eduoatic^ or not 'Hiat is my strongest supportior tax credit, 
andof motivation. ^'^'^^^^^^ 
jLudsparents have a treto^i^ous impact on the studenta 
Mr: €ordHrjN. Tho:'*^ point is extremely welNaken. 

^ Mr. QuDB. Thank you:^" . r .H^f, ^ . 

\ Mr. Ford, Yoiii do not touch on.this jjp^;your sta^ but what is 
. ydur reaotiou^tfe^e portion of the fcris^aent's proposal that suggested 
that we take the guaranteed student loan with subsidized interest- 
in fact,\totally subsidized interest to the due date of the loan, plus a' 
subsidy io tjie lender and the service fees to the lender that would en- 
courage then) to make the Joans— up to an adjusted gross of $40,000, 
depending ^n family size,* would Jtie^'^s much as a $60,000 mcom^e^level, 

' i Mr; GdiCwS^ I iin^tioned earlier, that there ^s/^^m^ 

aid thal^uli'tie^A m&tter of right, ndt as a matter of having to go to 
a bajijc tSb(^toi>ly; for a 16ari', not a matter of fillifcg out forms for grants, 
\^ V »>itTi*ii^^ to file persb^ial finajici\l disclosures on the stu- 

: de^^ grdhts^l^^hould bo a matter of taght, and r^iink that is the thrust 
6f tfiB i^x-QM^ approach os oppo^ to havapff moreloto approaxjhes 
r 'ii^rhere go to the bank, wh^r^^fCu.^^ all sorte of 

; :^^i)apers, wiiere "you have to put the middl^i^^^^ on welfare, 

V. ^;5!^hichIdonot think^^^ v^l? ^ . . , , i 

' " Mr. Ford. Let us assume that a middl#^income family with a budget 
' . J'tiia^ says you sqUeiecie out $500 a yeairfb pay tuition which would make 
'f them eli^ble for the full tax creiiit^is pretty much straining at the 

limit of what they are going to do: That is 
*>& school unless th^i we going td go to a: school that does, in fact, 
• '^^<ir^ only $500::'^mrt looking do)m the barrel of tuitipp costs as 
, r highfts ^,000 a y^r^:¥<r ^ ' A . ;r : ^, 

? • 'r O things thjat ;Wc have seen happen, partiCulany, m the 

>' pi^iite^ool sector, is that they have been very hard hit by the vet- 
,-rerMS^: program, for exaihple. Practically ail of these students, be- 
V (RLo^e^f the poor wtiy in which we have written veterans legislaticm m 
" i i^hcSr^ y^irs, are in the lowest cost schools. Not only- does that aflfect 
■ the type of school they are attending, but even the part of the country 
where tlxey go to school. They are seeking out, intentionally, the cheap- 
est education package they can find because it is the only way that 
they con survive in the system that we set up for them. 

" 
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/ When I went oh the GI bill, the question of where I selected a school 
WM not reaUy important to anybot^rexcept me 
up tuition costs. 

We db not do that for them anymore, and it has not had a very cood , 
effect in terms o:^if<^ily preserving a good mix of middle-class students 
being in aU tyjpibs We bave seen the lowrincome student using 

hiaGI billgomg'ta Veiy ^oqd. schools, but going primarily on the basis 
^ of an economic consideration. , » 
The loan does makft possible to get up to $2,500 on top of whatever 
resources you have per year. That does not become an obligation imtil ^ 
after school, and it does not accrue any interest on the period of the loan 
imtil it is due for repayment. This is the same way that we haVe been 

• doin^ it fprlo Wrincome students. 

This has a very strong appeal to people who see the difficulty of put- 
tinga$6,OOOor$6,OOOpackagetof5ether. 

IJr. CouoHiiiN. I thui the Chairinait?^ p6i|it is well takeni The mqre 
'Expensive schools you may need the tax credit and some other form of ^ 
assistance. That is what you have other programs for, to help compeii,T);J 
sate for that question. , c ' 

I think there is also— a school of thought that says if jou have an 

^assuiyd tax credi t you will upgrade tkfi srh^^ by in^rgasmj&f^^^^ft^^^ 

;f tion for applR'a hts, and also increasirig the number of p9tent|^|,vip^ 

• cants who can now apply to a somewhat more expensivev'SG^ljLi^^ 

Tliere are a number of differ^^nt tljeories 0^^^^^ 
V-'fiif are raising^ which I thiiik is/iitj^^^ 

. Mr. Ford. We Tyouldrecrpi^i^^^^ as Mr. Quife^riW^aad^^^^^ » 
%:^:y willing to support bot^^ .a^ hopefully in the best; o^^ 

:!/v^^i^^^ worlds, we hj^l^^hlEEi yottiwould decide on both .^^MrQjdieSi'-^^^^v^^y^ 

I say that in fuirddfei^qete the;^^^^^ of effort that you:haV&f)ut into 
a particular approach%liat yottfa^^^ ; . . 

' I would like, in closihg/to,;idraw^ 

where you talk about the^mtignitude of cost, the amount of money '^or ^ 
administrative costs that is magnified and expanded in State govern- 
ments as well as the college institutions themselves. You use Michiga 
State, saying that: ? * 

. A^pp^ing to a recent report, the university has had to hire 50 extra people just y 
; to ke^ei^.up with the paperwork involved in loans to students attendizi^the.iBi^ / 

We asked the National Associlation of , Student Financfal Aid Ad- 
ministrators to break that out for us. They could not find the report 
that you are referring tb, but I have a letter^here from the executive 
secretarjiof that association, dated yesterday, stating «thatj{e =4:alked 
to Jjf r. Henry Dykema, director of financial aid at Michigan St 
informed them that: f:. f 

In spite of the fact that they are handling 6,000 loan applications a year and 
. ha^ire been experiencing, an increase of approximately 200 applications fler year, 
the l^st fiscal year they have only increased their loan colleotionSfStaff by one 
perq<m and likewise have only added two clerical people to their student aid office. 
• Slrv; Dykema also indicated to me that, in spit6 of continued increases In stu-* 
dent aid in th^ State of Michigan, he was certain that the University of*^Iichlgan 
had no additional staff to handle the increased volume for this fiscal V^ar and 
' likewise the State agenc^ which has Just initiated a n^w program l^also has not 
» added staff. " , .« 
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f i'oab.VWithout oWection^ that the letter fitom ttie 

itSMjfemtioii bf Student F&incial'A^^ Adoiuuistratots be in- 
aerid m thtfl^ following thte coUbquy iad|he statenieiit by Itep-.:,' 



rbview ^ addilional fluffing Jh^t 
reqoir^'lo administer the stu^^^n^ 
tipa, Director of Financial Aid. 
t .tbiat ;tlieiy are. currently handling 
i^y^ ezpei^etLclng an Increa^ 
tl\^h list fiscal year tljey have only 



C*o^aitr SiilK»mmf«ee on Paaise^i 

.haj» bccuma at Michigan St^te vnl^i 
lo«utJp*bgrama, I have ^caUoeU^^^ 
r He jiafi infonned mtttWiitrln^^m^^^ 
;< more tltumAOOO loan appfii^oi^l^ A f^a 

' (if ^torOxi& imvc ymjr 

• IfiicreaBed-tbelr loan collections staif by One pifergbn, a clerical assistant, and iiKe- 
Rave only, added two de;rlcal people t(>^^^^^^ i: W 

Mr. Drkema^o Indicated to me that;<iv stit^ of continued liicreas^ g sM^t 
^ ' — — ^hupwas certaiii that the iJnlv^rslty of ^tfidife^ji^J 



no addftibiud staff to handle the Increased V^ume jCb^ fills flscat y^ar. ftW 
•UkM^sS the State Agency wJiich baV'jnst initiated^^ Jiew,^pi^iS^ 

be^^^^ try ttf collect jtodre specific dijj^^et^^ 
-tilS^iJlf feel it would be htlfpfnl to you and the Me«&r^t^ of the 'Subcommittee 

• Sincewly. i x>AUJiffi ^vi^i^iii; ^ 



„ Mfr. FbuD- Thank you very much fpr your help. ' ' / 

Mr. Cou0HtJN. Thank you very much, Mr. Chairman. ; 
\ Mr. Ford, tried very hard to get yoq on last week, but we wer» 
really uidei: the gufi. > , 

iilr. CouOHUN. Thank you very much for your c ^ 
■ Mr. Ford Larry Zaglahiczny, Coalition t)f Independent College and 
IJniversity Students. . : ^ . - . ^^ i 

> [The prepared statement of Lawrence S. Zaglaniczny follows : J 
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vCoAijTioy OF IotbpbndbntC^ 

Mr. Chairnan and Members of the SuW;oinnrtttjpe, I an Laif^cp SV. ZAgJanictny,' 
National Director ot ^the/CoaUti^h ,of Inde^^ •Stiden'ts, 
^also known as COPUS. 'l iStild like to tbftnH you for this bpflbrtur^ty' cpmnen^ 
*On-^recentXy. introduce<^ legislation desired t'o'aid'.students who ;cQrafr froip taiddte-^ ' / 
'f^^^' attend colllge. President darter announced yesterdaj^/ . ' 
ffis piittC'i'or adding another 1.21 bijlioij dollars to the FY 1979 Federal j^tu'deyit 
aid -budget. ' '-. ' ' ' ' . ' ' ' '\' 

• Aid to iniddle-lncome students is one of the highest Rriorities our organiza- 
tion has set. The Coalition has long held the view that our independent institu- 
tions wore in danger-'of becoming so expensive tjat only the; disadvantaged, witK 
student aid, apd the rich could afford their costs. ' ' ^ 

W * ■ 

Therefore, Mr.^(5iairnian, I publicly applaud and give our student's apprpy In g 
thanks- for this initiative that will aid additional millions of the nation'?' • ' 
students. President Carter must be commended for his recognition of the prplji'emi 
students face in attempting to finance- their postsecondary education.. In fact^ii* 
we believe that manj^ individuals have not been able to attend college because of 
the high costs, even though they were members of the middle-class. It is certain 
that many individuals would have attended independent colleges or universities if V 
they had been eligible for student aid. This legislation helps to alleviate that 
problem and will allow more students to select a college bascdmore On educational 
rather than financial considerations. V . \. . . 

However^ whiles we give all due credit and praise to the President for. Kis 
initiative, we dp wish to warmingly thank, because we sincejrjely Appreciate their 
efforts, all the Senators and Congressmen that have offered. their own middle- 
income" student assistance plans or helped th(6 Administration form the current ' 
presidential proposals. .Explicitly, Chairman Ford and Senator 'Claiborne PeM 
deserve our high praise,^ . .Also,, w'c commend Senator Williams and Representatives 
Perkins, Bratjcmas and Thpti^Jsdh. .^Mr. Chairman; while it is of tin thought that our 
representatives in Washington are in debt' to thexpopuiation they serve,, and they 
arej .yet, as students we are in your debt for t hi is additional aid. ' 
. , Unfortunately, r have not sufficiently studied the legislation nor have I 
been able to consult adequately with the Coalition's jnembership to specifically 
comment on. all of the aspects of this- middle-income assistance prograa, I respect- • 
fully ask the committee for an additional opportunity to more fully testify before 
you On some minor changes we might submit for your consideration. 
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. . tiM Other hand* I.iiould Uk# to suggast two •ddltl^hs to this program 
that MiU eyen nora |ucptnd the aid opportunties, for 'aiddle-incone 'stu^ » ' 
tapacially. those who attend indejiepdent coUeges. and untyersUies; V 

, . Mr. qh^irman« two Federal assistance programs partlc^ulariy assist middle- . 



income students iif the Independent se^^br/- the^^enental Educatiohal Opportuni 
Grant (SEOjS) prograi* end the State Stiid^ht Incentive brant (SiSlG) {A^grap. Analysis 
Indicates that t^se two p'j^ograiilavreach a higher p6rcentaM of middle-income students 

.in their current operations, than any other. Federal s^bdiLc aid p^'ogram/ aside from 
the /^olle^e Kork/Study ^program. If these. two programs wermJfurvdiW, as we recpnimend. 
It is.'our belief that these ai(| trends would continue and increase the' number pf 
students .^^^gP' and amount of aid received. a.^ , V 

cidnsequently^. Mr. Chairman, the Coalition pf Independent ^Hege;and. 
liniyersity Stutdants recommends that the bill be>arked up to- include a|^ increase in 

^the SEOG "threshold" l»^0 million dollars^ and- we ask-'t;hat the S51C program,* which 
'aids both states.' and !stMd<nts, be funded at 100 million dollars for FY 1975. These 
Pl^posals will add*qfrily 253. million dollars to pho President's program and will 
great 1)^: 'enhance access to college for the middle- income, especially access to inde- 
.jiendent; institutions... If tKe S£OC apd SSIG, programs we're funded at the Coalition's 
levels^ then tJie proposed .package would raoris. completely serve students from the . 
■ ; middjlift^fijasrs.. .' ^- ' ■ ' '* ' / 

;.;i The President ' {I program, alo^ig wi'^th the changes. COP.US recommerids\ would 
eliminate the.. need for an inectuitable and wasteful tuition tax. credit which will 
help destroy independent higher education. Any Member of Congress who wishes to 
help;middle-.inc9'*e.'itudents and families should support this student assistance 

• • . . . ■ • ■' . ■ .■ ■ ■ ,. '3. • 

. proi^sai. it will meet. the goals that a tuition tax credit is supposed to ^ 
. . • • ■ . ' ' ' ' . ■ •■ , ' 

accomplish and do. so with a responsible, fiscally sound and reasonable program 

of mid which .is so well exemplified in the Presidertt.»s proposal., * . ! 

Again, Mr. Chairman, we recommeind changes in the SEOG threshold, funding ; 

Of the SSIG at a-toore advanced levePand the defeat of , tuition tax ctedits.(^ ' 

This proposed legislation will aid the middle- income more than a* tax credit 

, ■., i. . ^ ■ • . . .' ■ 

; ai^ we u|Bge its adopt ion-^ with minor changes; Finally, we th^nk.you fbr this ' 
opportunity to tenj^fy; ;And; We c<VDnend 'ai| in'^olVed- for this ini^ietive ahd^^>./ 
.\tlw, «*d«)tahip lj*nd se^sitiyity showii in. attempting to aid the: nafion's studerits.- 
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SIATEKSHT O; LAWBEKCE ZAOIAHICZNT, HATI(»*L SIBECTO&; 

coAUTlQir OF'OT coixEOE AHD uHivjawrrtv 

Mr. Zaolanicznt. Mr. Chai|?mw, I am Lawrence Zaglanicz 
Coalition of Indep^^tident College and University Studerftjl I am apol- 
osjizing for not having a statement for yo^ji. I will have one verjr. 
mortly. I had to testi^ yesterday in front of Ways and Moand. * * 

Mr. Ford.' If I could ask you one question, when you referred/to the 
independent college and* university students, do you mean the status 
of the college or'university ? 

Mr. ZaOlaxiczny. Right, although we do have some independent 
students. ^ 

Mr. Ford. Nonpublic colleges and universities, which is anothei^ay 
of putting it ? ' . ^ 

Mr.;12A0i^NiczNYv Precisely'.^ 

^'pologize again for not having.a statement for you. I had to testify 
before the Ways and Means Comniittee yesterday and I could only type 
. so many statements in a week. I wilt provide that Jo you Monday. • 

First of all, I want to thank you, Mr. Ford^ and Mr. Thompson, Mr. 
Perkins, and Mr. Brademas for having gotten this Middle-Income 
sistance Act off the ground. It is a long; time in coming. 

COPUS, sirice its formation, has consistently t pushed for more aid 
for the middle income and up to this point, we have been unsuccessful. 
But I think that at this point in time. President Carter should be 
commended for this program because it will aid the middle-income 
students. 

' I want to thank staff members — they know who they are— because 
they have helped us in terms of consulting with us as the program has 
been developed. Wje.do have a couple of suggestions for amendments. 

The first would be that we do supfjort, very strongly, funding for the 
supplemental educational opportunity grant program. We would rec- 
ommend raising the threshold $100 million in 1979, $459 million in 
fiscal year 1980, and somewhere between $500 and $600 million 
in fiscal year 1981. 

We would recommend that the cap be taken off the loan ceiling, the 
$41,000 cap be removed. We would call this Oliver Barrett IV amend- 
ment. Oliver Barrett was the character in "I^ove Story" whose father 
disinherited him. Even though lie was rich, he had to beg for student 
financial aid. If we took the cap off, Oliver would be able to get a loan. 

We would further recommend increased appropriations for the 
SSIG pro^^ram. However, that is an appropriations matter; I do not 
think much can be done here by you. 

I do want to mt^ntion that we have always wondered about what is 
the middle income, and T would bring your attention to an article that 
appeared in **Across the Board,'' published by the Conference Board, 
and the title, as you see from the Washington Star indicates, "Affluent 
Class Grows; if Million Earn $25,000 And Up/' 

The SQth percentile of income, according to this article, and in the 
Conference Board of Education, is $25,000, and I would quote fromfi 
UPI dispatch : 



Aiiaite^ attMBt iMm wUch mm a minimum of |2&,000 m year, aocoimti^ 
Cor »0i^ha0 40 ptfMit of Ite Natloo'i tmrcbaftnt paw«r, and now ntimbert 
1U minUli IhmlUea 

Tka Oontai^ Board reiiarted today thin acKAlled Income elite repamnU the 
top g ptyc^at Qg an tJ J8. fkmlllei In »^1ngii ^ 

Nationally, there ha«|to be aid to the middle income. The question 
Teallr has to come down to which plan is the most flj>pn^riate means 
for delivenng; that aid? 

Prcaidnt x!arter has aiad^ it absolutely clear that we will have m 
inciMsed student aid ov^a tuition tax credit and I have no doubt in my 
mind that if w»4)|kye the tuition tax credirthat the President will 
.yither, in thf future years, not increase stu|)ent aid appropHations or 
some otfafT horrible ^hing. \ 

I will. reconimem^ that the tuition tax credit be killecEin this Qp- 
g tf mmj know there i§ a great deal of suppol^ for the idea hut^ in%y 
view, it is the band-aid approach to aidi|^g the middle income. How- 
ever, to4ceep in the ball game,^e have reoommendea.our own solution. 

I wo^ like to stress a eot^Ie of things i^xmt tuitios tai c][edits. 
Will 4hey increase acttss to America's colleges and iiniversitiesf ^o. 

If you do not havc^m money to pay for college tuition you cannot 
get a tuition tax credit. " V 

Student aid will give ptople money, up ftopt, so that they caii pav 
the bills, and I have to say I am really surprised by people spying uu» 
student assistance Ipwelfare. I tiiink mat is an untaircmiracterization 
of programs that aid s^ud^ts and allow theni to get an education, ^ 
which IS probably the most important thing that happens to a person 
in their life. 

If we lo<Jc at the tax credits. lA s look at the facts. We can provide 
our statement from the Wa\-8*and Means Committee to you, out we 
have i^fM some reseanfh. Our research, shows that of the Nation's 
colleges and universities, this is a oomprehensive study using Federal 
information, we have found'^hat of mstittitions Inait char^ under 
$500, 56 pcicent of the public school students go to those institutions, 
presently enrolled stu^nts of the Nation's population, 56 percent of 
them go to schools thv charge jes&^an $500 tuition. 
I That means under $500 tuitfc>nprqfram, we are provi^^^^ 
fre(^uition. I know /ery few Members of Congress who, either through 
the appropriations^process, or through using tax breaks, are in favor 
of usmg U.S. Gomnnent funds in whatever form to pay for frea 
tuition. 

Noi^,*if we consider this, let me sa:v|h)n private schools, less than 1 
petcent of those would benefit from free, tuition benefits as instituted ^ 
oy a tsx credit If we look at schools that enl-oll, whose tuition is $1,000 
or less, we find that 4 f)erccnt, approximately, of the private schools 
chariTD lesB than $1,000 in tuition and rw|uired fees — 4 percent of the 
enrolled students, while, on the other hand, 97 percent of the public 
school students go to schiX)ls that charge leas than $1,000. Ho<w are 
priMte schools going tdP^mpete with schools by instituting a tax 
mait whose cost is free, while in one fell swoop you cut the tuition in 
half for almost all of the public sclioiil students, where you may give a ^ 
$500 credit if you go to a school that charges $4,000, you may give them 
a 12.5-percent benefit. That is unfair. 

I think that tuition tat credits, and the way the current bills have 
bey introduced, are going to be the death of private colleires, perhaps. 
Tnlt is a little strong, but they certainly ye not going to help. 
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So I would raggMt, in conclusion, that we. are convinced that the 
most effective solution to tHi6 queAion of financing of an indiyiduaPs 
pofltsecondArv education, especiallv for low- and raiddl(?-income stu- 
flents, throogff a reformed asd fully funded sj-stem of student assist- 
ance. The President's proposal is in the right direction, will accomplis^i 
the goals of tuition tax credits with less cost and more bang for the 
buck. 6 

Evenr Congressman who is interested in aiding middle-income stu? 
dents snould support the President's plan. Presidwit Carter has made 
it clear that we can have increased student aid or a tuition tax credit, 
but not both, and I believe him, and I think that the needy students 
#rho have a tuition tax credit will be hurt. * 

An r^ponsible aijid knowledgeable students who attend very costly 
institutions in the independent sector, we choose increased student ai^ 
and resDonsive student aid pipgrams, not a harmful and simplistic 
bfnd-aia program o{ tuition tax credits. 

Again, Mr. ^aimfan, we thank you for this opportunity to testify. 
We are going to work for the passage of Mie Middle-Income Assistance 
Act^^We willgive it every effort and spend as much of our smal^fimount 
of funds that we have and we wv^^ this bill passed and we Want it 
pAiSsed now, because aid to the middle-income people, whiclvthis bill 
will accomplish, is longi;>verdiie. # , 

Thank you. 

Mr. Ford. Thank you verj' much for your stntement and for your 
support, even more for the* help thjfj^ you have/ given us and the staff 
ii^ developing that package that wa,s cr\'stallize<l in this partimlar 
legislation. • 

Af we recognize with every piece of lpgi<flat;ion,^j;Ki8'bill, when it 
corpes before this committee, will likely beehanged m some ways. We 
certainly are j^ing^ to take your reromnlendations with respect to 
Vhange to heart . • 

I would like to obs^-e thaf at the verj* first hearing on the bill. 
Senator tfavits of New York stepped out front with your proposal of 
taking the cap off of the j-lndent loans. I think his observation, if I 
can p^Ti phrase him, was rii^ student loan cap 'that you put on is too 
high and yorti^re goin^r to catch 95 percent of the i>oople in the country 
anyhow. Why not just take it off and tet ovorylxxly have a shot at it? 

The oj\]y response th^ anyone had to that was the political problem 
that emanates from suggesting that you have a imiversal prograiii 
that goes to (vvei*}'one, tliat has diniensionsJhat people not ac(|uainte<l 
tyith the realities of when* middle income and higher iricome really 
are in the coimthj* whioh frij^hten#hein to the point where they uyght 
resist the bill. 

I tlynk, in preparing tho legislation, the figure, at>10,()00, $45,000, 
was arbitrarily arrived at as something that may he salal)le toihs 
Congress and to the American jj^oople.T^ut (Trtainjj' you are not, aione 
in the suggestion that therpneV^Dot Ix^ a cap. 

Mr. Zaoi^aviczw. If T ma.^l)e somewhat; facetious, think the 
rich have a right to defaidt also. Tliat problem has to lx» solved, and 
OE is taking aonu* positive steps in tliat direction. 

Mr. QurE, One of the thiitgs that T would like to wnjk through 
wiA you intrigues inc. T have not heaWl tbnt presented fWfore, that 



if yotwhad the tu crtdit did you say that private colleges had to 
have 8(Rnthing around $1^000 tuitioofi t 
Ifr. ZAfiiiAiaoianr. I do not understand. 

Mr. Quis. You said that would make it more difficult for private, 
indMendeot a)Uegee &e<^u8e th^^ 
Mr. Zaouinicznt. Ninety-six percent of private colleges have tuition 

over$IJ906. 
Mr. QuBB. The public colleges i 

Mr. ZAOLAiaczNT. Ninety-seven percent are below $l,()Qa Even with 
thm half cost, our point is the present tuition tax credit bill, the one 
here, will cut their cost in half. How can independent institutions 

^^TSj^Quie, It is better J«<pay 100 percent, upifo $250? I do not under- 
stMid how ;^ou are better off by paying 100 p*cent of up to $250 for 
the middle*mcome student. ' * ^ 

. Mi*. Zaolanicznt. I would have to agree. 

Mr QvJE. A person goes to a comMunity tsollege in California with a 
$50 tuition. You get $250. If you go to one with a $250 tuition, you still 
get $250. T * . 

It is true that if you go to one with $4,000, then you still get $250. 

Why is that not even more of an inducement to go to the public, low- 
cost institutions than the tax credit? ^^MflAAA* itOK 

Mr.'ZAOi-ANiczNy. It is only affecting that range of $l«i^^^ 
000. I guess it is 2 million students. I agree that the BOGS pro- 
gram and the President's proposal could be amended to be more 
sensitive to income and tuition than the current program is. That is an 
amendment for either next year or this year, depending upon funds. 

Mr. Qvu^ You could do the same thing with tax credits, by cutting 
it off at certain income. For years I have introduced tax credit legisla- 
tion that wcAild give lOO percent credit up to a certam limit and small- 
er percentages for larger amounts. The credit would be reduced by 
2 percent of the-amount the taxpayer's adjusted gross mcome exceeded 
$16,000. You can do all kinds of tilings like that if you wish to reduce^ 
the benefit for higher income people. , • ' 

What you are talking about is a principle. I do not see how the prin- 
ciple changes with that. It affects fewer people. ^ . , , ^ ^ 

Mr. Zaglanicznt. If we take the principle in the President s state- 
ment^ we are either going to have tuition tax credits or increased stu- 
dent aid. . i_ - J 

If we a tuition tax credit, we are not^ gomg to have increasea 
student aid. I think that i^ing to impact on future appropriations. 

Mr. QvuL He does not run the Cohgress yet. 

Mr. Fwtt). Counsel got down idk comparison. If you have a family 
considering the potential of the student entering a private school with 
af6,000 tuition or a public school of $400 tuition, in each case you give 
them a ^60 tax credit At the end of the year, for the student going to 
school in the one case it is only $150; the other case, $1,350. 

If we y^ete able to expand this program so eveiybody up to $25^ 
would be a part of the targeted population with access to BEOG's,, 
presumably you would reduce the $16,000 figure. What happens, from 
the private school point of view, is their potential to get more monev 
for a substantial part of their potential school population by expand- 
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ing BEOG'b. That exceeds the likelihood of having to extend every- 
body tax credits. 

If you had some ^d of a aiding scale, such as you are suggesting, 
that may work. As far as I hat^'b^n able to determine^ that Has sort 
of been left by the ways^ide hv:tadvocates. Senator Kibicoff had it in 
for years on tne other side anoi'we have had something like it on this 
side. f 

Mr. Qtme. That concept has been dropped. 

Ifr. Fon>. The Both-Coughlin approach has had tadrop that off 
because it does not have much constituency out there. You get back 
in the same box of people saying We are being discriminated against. 

Mr. QuK I recognize that. I am driving at ,th^ principle. The 
principle that you make with respect to tax credits is even worse in 
the case of the administration's $266 block grant from families with 
incomes of between $16,000 to $25,000. In that case, I do not see how 
you can be*against tax credits and for this $250. ^ 

Mr. Zaglaniczkt. I think that this program, the BOGS thing, is 
cectainly in need of improvement on that precise poin%. I have every 
confidence that that will be changed, if not this year, then next year. 

Mr. Qui^'^I have an amendment to change it. 

Mr. Zaglaxicznt. We will look at it. If your amendment looks good 
and it improves the program, it makes our case for the Middle-Income 
Assistance A^t much stronger, rather than tax credits. 

Mr. QuiB. That is all. ^ 

Mr. Fom). Suppose, in the second year, we were able to extend the 
lan^age in the present diraft of this legislation. Our computer said 
it will take another $800 lAillipn to do it. It is similar to your sugges- 
tion of using 14 or 16 percen^.^'We did it with 16 percent, and I thmk 
Hve have a run on that. I think that is the one that produces the $800 
million needed to carry a continuous line all the way out to a $25,000 
income. 

The way the legislation is written, it leaves the door open— and we 
have( already maae the promise — that that would 'be where it would 
end up.^We started with a $2 billion approach being the 0|ily practical 
way that you could effectively do what everybody says that they 
wanted to do for the middle class. 

We do not know whether it would require the full $800 million. We 
do not know for sure what the impact of this pr&gram is going to be 
in changing the student population. 

Either could gost a lot more. If, in fact, economics ha^ been an 
inhibitor and we raised the student's expectations with this legislation, 
it may Veil be that we are looking forward to an increased student 
population that will run all of these figures up. 

Mr. Zaolanicznt. With those changes, I thinltthat would be an 
appropriate student aid package. I think it might give a reason for 
going out of existence. I doubt it, but iperhaps. 

Mr, tJuiE. I will try to add tax credits to that, also. 

Mr. ZAOLANirzNY. I would just as soon that you did not do that, 
with all due respect. The current bills are going to hurt the private 
sector. It is either free tuition, or cutting the public's tuition in half.' 
We are talking about proportionate benefits and we have come up with 
our own tuition tax credit proposal. If the Congress is going to pass 




this legidatioiwwe certai;aly want to be in the IpaUgame and amend it 
most appropriately so that it would be equitable toward tuition levels 
andincome. 

In brief outline, Our proposal will be — this is very clear from our 
student chapters— that this will be the last resort. If there is going 
to be a tuition 4ax credit, we prefer something along these lines. We 
prefer to increase student aid. We would say a tax ^credit of wliat 
would amount, to for families of incomes of zero to' $25,000 a year, 
you would get 25 percent of the tuition, paid tuition and required 
fees. 

After $25,000 it would phase down by 1 percent for every $1,000 
additional income until it hit $45,000 which is 5 percent; for $40,000 
and over, it would be 5 percent of tuition fees^ If you make $14,000 a 
year, you would be eligible for 25 percent. ' . 

If a child went through 'College that had a tuition of $4,000, you 
would get a . $1,000 credit. If you went to a college that charg^ $500,' 
yoft would get $125. 

If you ma^ie $40,000, that would be 10 percent of required tuition 
and fees if the student went to an institution that charges $4,000, you 
would get $400, which is 10 percent. If he went to an institution that 
charged $500, you would get $50. That would be equitable and we 
thijjk that the,n^pre income a family has, the greater responsibility it 
has to pay for the student's education, and the greater their ability. . 

This would be our proposal. This would be a last-ditch thing that 
we would support if the Congress fe^t that they had to go to tuition 
tax credits. 

We recognise there is great support for it. It is just going to be a 
disaster, in our ninds. 
Mr. Ford. Mr. Cornell ? 

Mr. Cornell. I noted you made reference before to the question of 
diefaults oh stutlent loans. ^As you are probably a^^are, this has been a 
subject that has come up a number of times on the floor of the 
House. 

Do you believe that there is a necessity of putting any provisions 
hi this legislation to deal wUh' the dancer ? 

Mr. Zaolaxiczny. I kind of view defaults as an economic problem* 
Students are either underemployed ©r uriemployed. 

Certainly in past years thfe Office of Education has not gone after 
defaulter?. Pknow that if I do not get a telephone bill, I do not pay it. 

I think that the Office of Education is taking appropriate steps to 
solve the default problem, and I think that if the economy turns 
around more and more, the default problem is going to go away. There 
have been some shady operators in the field that have ripped off stu- 
dents, and I think that the 1976 amendments have tightened that up. 

So that' I would expect that the default question, the default prob- 
lem, is going to go down, the default rate is going to go down in future 
years. * 

Basically, that would be it. 

•Mr; Cornell. The reason that I asked such a question is that there 
is a possibility that therctfmight he a substantial amount of opposition 
►due to the number of defaults. The revelations of the Office of Educa- 
tion hSve not helped in that r/»spert. 



One other pbservatton. You refer to the tax credit approach as a 

BAnd^Aid^Whyisthat? . . . i ^..n d^^cnn 

Mr. Zaolaniczny. It is not comprehensive. It is only $150 or 5J>DUU. 
For a stud^t who goes to a private institution which: generally 
charges a^much higher tuition, it is not going to be that relative 
bjenefit compared to ^increased student aid, which will, perhaps, in 
many cases deliver more than^250. ii xu 

Mr. CoRKEUU Do not predicate that on Ihe elimination of all the 
' programs that we have. We are not talking about the elimination 
of those programs; I go along with Mr. Quie, that we should have a 
combination of these. , . . . , j. i 

Incidentally, I agree with you about the eligibilit^^^ev^ of loans. 
As a matter of fact,l*I^. Miller and I were trying to detelop some kind 
of legislation to hive a universal eligibility, because I think, there 
lire Irrelatively small number, of the high bracket who could fake 
advantage of this. ♦ . 

,Mr.ZAGi;ajaczNY. Yes. .- # • T 

Mr. Cornell. Thank you, Vr. Charman. ^ . ^ 
^ Mr. Foito. Thank you. * ^ • * ^ . jfe^ ■ . . 

'I would like . to observe that ydil must hi\ve an mside track with 
v^HEW because tile •DEW news bulletin,. issued today, indicates that 
today Secretary' Cdlifano is announfii>^the second in a series of spp- 
cific administrative actions that they are taking which runs quite a. 

number of pages. . . " , , tt ' j x-u - ' t ' 

Perhaps I should put it in , the record . here. He issued this*^ of 
11 :30 t][ua coming,' indicating the further steps that they bx^ takmg 
to cope witl;^ the problem of student loan defaults. • • 
[Statement by Secretar^Califano appears in appendix.] 
» . M& FoBD. Bulged in an HEW news bulletin of yesterday, a back- 
grcHHhd paper on student tlssistapdb prof^rams, they enumerate the cor- , 
rective nctlons already taken during this past year, some eight pagek 
of actions, starting rwith the establishment of the first Bureau. of * 
Student Fiimncial Assistance in the Office of Education in March of 
1977. This .committee held hearing last fall on the student default . 
. probTem. . . ^ 
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it was not until 1973 that the first BEOG money started to flo_w, and 
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dent rdUmrcollege. 

We ilffiMMof example by category that one of the highest rates 
of def auji'o^urred with people who had been trained to be school- 
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profession. 'WJiBlave schoolteachers driving buses and washinn>cars 
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and doing everything else in Ihis country. It is a condition that was 
aggravated by the recession but has been, now, a continuing phenom- 
enon for some several years, u UT 

We see the story that pops up occasionally where sbmeo ne say s, 1 
am not going to repay my student loan because I was educated for a 
particular prof essipn and I found that there is no employment avail- 
able in that profession." , " — • . 

When all of the^ things are taken together, it would^pear 
that ftg«^give action by the Department of HEW and the Q&ce pf 
Edu(»Uon^i«ild reduce the student loan default .and identify the 
amount of the default that is, in fact, ipbre than we realized. But very 
frankly, it is hard to see how they are going to wipe it out entirely, 
becaus^^ the realities of life are that not everyone who finishes college 
is guaranteed meaningful employment, or at least guaranteed mean- 
ingful employment m lime to start meeting the student loan 

requirements. i. u 

We have had some proposals floating around, one that has been 
suggested to the committee by Neal Smith of Iowa and Bill Steiger of 
Wisconsin where, in lieu of Ml payment under a preset schedule, you 
would permit students to pay a percentage of their income over a longer 
period of time. ^ . . ^ - 

In other words, sort of a tax on what they earn, but you would 
have the/eflfect of stretching out the collection time for student loans, 
and it would keep them from going into default because they_ were 
making a payment based on their ability to pay. - 

So those are things that I am sure this committee will be consider^ 
ing along with the question of greater enforcement, . but IJ^mnK, 
reaUy, largdy . with the initiative of people like Mr. Qme, in me, the 

ma<5hinery was'put into motion to begin to collect student loans that 
should reduce the loss to the Government to a minimum. ~ 

Mr. Zaolaniczny. Let me say that COPUS certainly hopes this de- 
fault problem is settled, whatever the costs. I do not have that much of 
an insight into HEW. I would huve to take a look at what they are 

Einir to do. I would hope that the Government, m their loan eol- 
ations, will not harass student^, wijl in f act^I Idiow we will be send- 
msi a letter to Secretary -GaUla^^And I hope that these efforts that 
they are taking follow the Fair^bt Collections Practices Act that 
the Congi:ess has recently passed, because I do n6t think a government 
has a right to harass peopl? in their collection efforts when the 
private business sector, those collection agencies, cannot harass people 

^^^i'^ould hope that the HEW guidelines would fall within the 
scope of the Fair Debt Collection Act. I fear that the Government s 
ooltection process could be far more abusive than the pnvate sector s. 
So I would hope that those guidelines would fall within the purview 
of the Fair Debt Collection Act. , i i.J • 1 

We cannot have the Government harassing people when the pnvate 
sector cannot. I am not saying anybody should harass. 

Mr. Ford. We discussed that at some length .with the Secretary and 
^th Mr. Komfeld. We have been assured that our regtilations are 
within not only the letter, but the spirit, of the Debt Collections Act. ^ 
, But one of their immediate problems is that it has been discovered 
that more than half of the defaulted student loans belong to P^Pje 
that no one in the Federal Government has an address for. We ^o 
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■ not know whether they are ali^e, whethfer they are working, what 
happened to tibeml They have been going through a process for several 

' * * VHad there l)e(^$^^ conimunication in the past, at least there would / 
have been ia letter i^Btumed saying that they do not live at the same ad- / 
dress anymore. Presupiably, if you take low-income students, livuig 
tinder adverse condi^cps daring college, you will find they are not 

Soing to be living wherlthey did before they went to school. No one has 
one anything in the Federal Government to try to maintain contact 
. tvith theise people. 

Heiretof ore, there has been little incentive for the lender to makaany - 
. ; real effort to collect the money before turning the paper over to the 
poyemment because they would get thedr money anyhow. It was 
easier to pass it on to us. ^ 

Th^ 1976 amendments tried to tighten that up a bit, and we have 
heard some complaining aboaat that. We expe'tt that the institutions 
involved are going to make a better effort than they have in the past, ^ 
as well. 

Mr. ZAOLAjaczxrl On a personal note, at •the end of this appropria- 
tions process, I expect to leave COPUS. This will be 2^years and too 
- much blood pressure has gone iip. It is time to move 'on and' go in - 
other directions. , 

I do not faipw that this confrhittee will be having other hearings 
where I will have another opportunity to testify, but I want to com- 
mend Mr* Ford, Mr. Quie, and ipther members of the committee for . 
ftll that you have done for students in the independent sector. We are 
most OT^ and I have to say thank you for all of t)ie consideration 
, • and efforts you have had in comnxiinicating with me and making my 
job a little bit easier, and we are happy to support you and make 
suggestions. 

It has been very j)ersohally': rewarding for me. I have to say that 
watching you on theNfloor of the Con/^ress fight for students, whether • 
it is on student bankruptcy or the Michel amendment, has been most 
gratifying, and you have to be characterized as a prostudent chair-* 
man, and we are most grateful in the independent sector for all that 
you nave done for us. 

On that personal nqte, thank you for all yOyi helped me. 

Mr. Ford. Thank you very ;nuch.^ 
' Haskell Rhett, president. National Association of Statfe Scholarship 
and Grant Programs. He will be accompanied by Kenneth Reeher, 

president-elect. National Association of State Scholarship and Grant 

^Programs; and John Lee, Education Commission of the States. 

Statement of haskell rhett, paEsiDEir^' national associ- 
ation of state scholabship and obant froobaus^accom- 

FANIEI) BY KENNETH BEEHEB, FBESIDENT-EIECT, NATIOilTAI 
ASSOCIATION OF STATE SCHOIABSHIP AND OBANT FBOGBAMS, 
AND JOHN LEE, EDUCATION COMMISSION OF THE STATES 

Mr. Rhptt. Thank you, Mr. Chairman. ^ 
I have John L«e sitting at the table with mejil might mention that \ 
I am also asaistant chancellor of ^igher education in the State of New 
Jersey ali^ am responsible for that State's loan and grant programs. 

o 
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Ken Reelier, who has a similar 'responsibility f o™^^w^lvania, is 
seated richt behind me, and we also have /in the ^^^|Hfy EnrtST^ 
. Smith, WHO has the same r^sppnsibility fbMhe StaqHHnrida' and 
who is the president-elect of the National Council oJ^^Hrer Educa- 
tion Loan Pro^ams. 

I^ihavr distributed the testimony to the committee, and I,>yill not 
attempt to read it here. I will try to silmmarize some of tfi^major 
points. ' . 

Mr. Ford. Without objection, the prepared statement will be in- • 
serted in full in the recois^at this point. You may add to it as you see 

•fit. . . ■ ■;. 

[The prepared statement of Haskell Rhett follows :] 

Tevstimont of Db. HASKiiL BHijarr, President, National Association op 

^ State Sghou^h!i^^,And Grant Programs • 

I woiild like' to thank Chairman Ford andi^e inembers.of the subcommittee for 
thia 9Pportvnity to comment on thlsr significant- new initiative in student aid. I 
am doing so on Behalf of an AssociatlOTvComprised of the fifty-three states and 
territories which sportsor and "fund need-baBWcrnnt programs for tliefr residents. 
In the last year these prp^ams "psovided o^^rSJ^ millimi in grants to over 1 
million students in postsecondary education., f 
* This Association has long supported the expansion of coordinated Federal 
programs of student aid, and has been on refcortl as opposing general tax credits 
5 jfor higher, education expenses as an uncontrolled, and regressive means of fur- . 

"nishl^g feconopiic relief to needy middle^iucome^famllies. Accordingly, I am 
plAMd^to offer our strong support for the currentjegislative initlatlte fo expand 
Federaii^programs of student aid. ^ , ' 

The main point I have to make today is to^'reralnd thfe Subcommittee of the 
r§al benefits of a State-Federal institutional partnership' ln this endeavor. Secre- 
tary Califano's testimony to the Joint Hearing on February '9 recogniased the 
extent of State and institutional matching funds in student a\d. Ihdeed, the 
institutiorfal matching poi;tion f<Jr -Federal campus-based'stiident aid in public 
institutions of higher education is usually drawn from Sl;ate funds, in addition 
to the 9tate funds used to administer Guaranteed Student Loan agencies and to 
directly match ^tate Student Incentive Grant (SSIG) funds. In this regard it is 
puzzling that none of the Administration or Congressional proposals put forth 
to date recognize the real impact available tlirougU an increase in funding to the 
SSIG program. The fact is that no other averiue of funding can guarant?ee a 
dollar for dollar grant Impact on middle-income families; as every Federal dollar - 
so allocated would be n^atched 4)y' a State dollar. If these expen4ltures are tar- 

. geted toward hnrd-pressed mid{^le-lricome. families, the„resulting economic relief 
will be at least twice ^he amount of Federal funds so designated. *' > 

Accordingly, I would like to suggest that approximately $50 million be des- 
ignated as a supplement to Federal SSIG funding in fiscal year 1979, in addition 
to the $77 million now recommended in the Administration's budget. This s\ipple- 
inentary sum should l>e earninrked for need-based grant funds to be expend^ by 
states for students from families with incomes ranging from about $12,000 to-. 
$30,000. This intended range would have a targeting effect, but would retain 
flexibility necessary so. that States could usfc existing and modified grant pi*o- 
grams for the distribution of these funds. Under this xSUggested schema the 

. amount of the origii'ial fiscal year 1071) rocommendation would be distributed un- , 
der i)ros(Mit SSIG .procedures, with those supplementary funds available for 

'StiitoH tlint would mnteli'thoin with State dollars to I>e exi)erided in the same In- 
come rniiges, Althongli not every -^tato might be n^Aa to genera te. sufficient match-, 
ing funds to participate fully, our. estimates are that at least the necessary .$50 
million of Stfit'te funds would be desighate<l as matching funds ifor tliis purpose, 
thus giuira|^teeinK their distribution to families from th^e income levels. We 
estimate that this iiniouht might roiitain .$7,5 million in newty appropriated State 
funds to'be so expt^ndpd during 1070-80. This api)roach also acts against the 
po.sslble displacement If State aid with Federnl dollars, which could occur if 
Federal programs are em)ande<l with no incentives for a coordinated State expan- 
sion of aid. ^ 
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: If tbeee new funds are to be generated by states and targetedJx) middle-Income 
iamilies certaln existiiiijff BSIO provisions that restrict, or wilLf ^strict, expanded 
State participation abouid be tecludpally corrected: tbe mstinction betwe^ 
initial year and ccmtinning grants sliimid be removed, the&ced base year for 
;digible matching funds shoiild be changed to a "rolling" base, and exii^g state 
judicial, legislative and constitutional constraints should be recogi^ld^wIQi 
regard to t)ie participation of all non-profit institutions. These technical pro- 
visions nqst stand iui a deterrent to program srrowth. ■■■'(. 

SnlBciettt time exists if these provisions are ing^ded noW^for States to begin 
planning for the jgeneration of matching f^ndsTand an effort as critically im- 
portant as this* one deserves to have the^tates as full partners, both in terms 
of Joint funding and shared gOfOs. 

. These coi^ refiect our concern that Increased funding be 

accompUshedRin a coordinated fashion across programs, and bring to mind a 
few related Concerns. Many State programs now key their student aid grants 
directly to; the family's estimated ability to contribute, and thus are particularly 
sensitive to changes in any Federal estimate of that ability and changes in the 
award schedule for Basic prantd. As a partnet In the National Coalition to 
^OooTdinate Student Aid, we share the view that a nationally UnMorm.Methbd- 
olpgy shoaid hefjfaed to estimate this family contribution. This omtrlbution is 
directly lesponifl^ to incoine levels, of conrse', so. award scnedples that are in 
relation to that obntribnflon, rather than fiat awards across a range of incomes, 
are genierally more desirable. Thus, I w6uld suggest that certain features of 
Senator Pell^s suggested Basic Grant schedule are desirable In that the extent 
of fiat awards is diminished and does not begin until the $20,000 Income leveL At 
the same time, attention should be given to th^ taxing rate suggested. If suc^ an 
abroach Is to be adopted, so that' It is in line with the Uniform Methodology 
rather than representtlBj: a further departure *froiin It.. The effect of a radically 
revised Federal definition of family contribution might be to create greater need 
in many c^ses than could be compensated by the Increased award schedule. 

As many of the Statte agencies in the Association also administer Guiranteed 
Student Xoans, I feel it is appropriate to note that the lnt$i^ded expansion of 
that program will meet r^al financial needs, but can only bie accomplislied with 
real inc^ptlves for participating lenders, beginnln^wlth a*fiobr 8 percent spedial 
kllowance, wiih an additional fraction for loans emering repayment, as recently 
recommended by a' Committee In this area. 

We would also recommend that the net funding (allocation less returned 
funds) of campus-based programs be examined befbre 'enormous Increases are 
requested or applied to these programs. We support expaniifh of the SEQiG 
Program and the fi^bllity It affords campus aid ofilcers facswlth centralized 
^tprograms. In a urogram like College Work-Study,, h'owever, there exist certain 
inhibiting factors, such as the ability to create additional jobs in acadei)$r9 de- 
partments, that act to curtail the expenditure of funds even at the pi^i^sently 
apjHTopriated levels. For this reason In New Jersey we withdrew a legislative 
initiative to create a State Work*Study Program that would appropriate further 
funds with more lenloit rules for campus Jobs, as our advice from the institutions, 
was that we had redlclied saturation in this are^^ 

. Af^iu^l thank you for this opportunity to present the views of the Association. 
W$(^.^and rCad^.to work with you in whatever capacity mij^ht be helpful to assist « 
in the speedy enactment of this legjslatlon. 

: Mt. Rh^ \ i'V * ' ^ 

First, I would like to indicate our association's Strong support for 
tliis initia,tive for increased student aid, by the extension' of existing 
t)rt)grams. We are on recoil as opposing the tax Qi^it approach. We 
are prepared to talk about some of the reasons, biij?^! thinl^fcey will 
be well covered in other testimony, as far as the unfebntrolted national 
distribution, some of the even regressive distribution of dollars to 
families. And we support a need-based approach to expansion of aid 
to middle-inconie families- 

I mi^ht mention that the association currently through its pro- 
grains aids over 1 million college Students and we disburse about $750 



niillioh a year through our progra,m grant funds. And II is that ppint 
that I ^ant to talk aTOUt tow ' ' 

Thi data that we ha ver-^d which /we will be glad to share with 
your staff— show that our progranas across the 53 States and teni- '> 
toties ^ a better job of reaching middle-income families and students 
with ^hts than the existing Federal progjrams. That is riot surpris- 
ing, since many States have a long tradition of grant programs to 
^udent^ y^o attend high^cosit colleges. And we^^imate, based on 
some ratibet^ large sample surveys we have, that between 40 and 60 per- 
ceint oftpNIi' grants go to families with incomes over $12,000. It js quite 
« statistic than comparable data foi!|he basic grant program. 

ik we have the vehicles in place that already can provide 
increased aid to middle-income families. Therefore, it i*»s puzzling to. 
iiQ.to see that in an^ of the administration or congressional statements, 
, , ther^ was no mention of the State stqdeifit inpentive ^ant program asf 
a vemcle for Expansion of aid 

We talked about this with quite a-few people on the State j3cene. I 
know Mrv Buchanan has brought up this point in'the joint hearii^i^ 
V One of the coriicenils that we have heard is that if additional funds 
are made available for the SSIG program, perhaps the States would 
not put new hioney in'. Perhaps w;e would match .with! the money. 
^ th^t is afflrody designated for matching, since it is known that States 
overmatch the SSIG program on ah aggregate national level, a&high 
as 12 tp^^rather th^n I to 1. But I wbuld iflce to^speak- in apra^afic/ 
y se^hse ejymt the impact that we could have . on middle-income students, 
^ if some of these funds \youid g^^^^^ "v ■ 

Mr., J'oRp. If I could interrupt jrou at that point, the question of 
' SSIG was discussed in preparing this legislation but the authorization 
■ on thfe books, which will come" up for rehew^il liext year, and is already 

-• considerably more than the appropriation*. ' 
. \ The President's budget 'for the year has a slight increase from $i86 
million to.$77 million for SSIG. * , ' . ^ 

^ Our problem is to get that fiscal appropriation to a mote realistic 

• amount. ' ; 

• Mr. JiHETT. I wpuld like to suggest that , there' are ways, if that 
, increase passes the $77 million aaministration recommendation for 

fiscal year 1979, to generate sfghific^nt State^ funds— ysrhich would go, 
in large part, to jiiiddle-income families — ^^as the increase itself recom- 
mended m the fiscal year i979' bjidget does not have that much of an 
impact. There are sevQj'al reasons for this. They are fairly technical in 
nature* r ; > " ■ 

The one 'that is moH ea'sily tinderst«tft^Iablef> is that in the|diffeTent 
. j^tates — jfivy owB, <for inst'ajice— the base ^ear is;unchanffln^, so my 
. amount of matching funds, if you will, has beeaset siijce ibhe mception 
. • ^f the pn)gram.Th^fe is nothing dyna^ ^' 
r ^ Large States, such as New'Jersey ajid 9ofitnepf the other Ifir^ejstud^t 
aid States;. h^ve.signiQcant pi;pgrams an(][ ciaii sit there; and match 
^ every "year at the present kvel of funding -^vittolit ever kicreasiiiig^.:. 
State appropriftiions. ^ ' " * : V r . ' v 

We da tiot thin^^ of tlie^ SSIG ptoffram,. Cer^ 

V technical adiusttiients, like n^ rolling bftse^ycar»2 years 

•■ before the ailocatibn year would have ^i^^ clriuvig?t^e pro^ 
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^ grwDQS ta^i^^ St^ dolljaWeveryiyeai^ I cwi jpye you art 

1 mo^^&^ribt^ ipstJ^^hsi^SO mjhob be added to the 1979 
• recoiWO^ rules 6f the program wer^ 

^ about, we estimate, 

- jjlfi^ nloniyVWemould match tto^^ 

' • If 3sve fitof^ iX^ltiBg base year, we estim 
. $^ jdilliQn or $2S millioi of liew apprOppa Stite leveJ,, 

jko^y if the s]?i]&iOT this legislation, to assist middle-iriconiie f ainilie^ 
is goiM to be a lialauc^ on 



wiflii^ied gtmls and s^ would suggest that it is^; ^ 

strong opoortumty to make that techniiial change, to increase: 
designatigfi of funds to the SSIG program, and thus generate badljfr. 
nee3fed Slate nmtching doUa^^ Hew ^.ppropriations. - . 
i can talk more about what techni<^L changes nee naade^ ; 
Mr. Ford. Would ypu-c^ Do ypuliave a copy oithe 

. bill in front of TOui'^ e . ^ ' > , ■ 

Kpe 25 at the bottom of the page; the^ ^ ^ v . 

0 SSXG. Section 415 bf that act, ae amended iu 19(76, is4tmend?d by st^k-^^^^^^^^ : 
iiur out'the $75 million arid inserting, in lieufh^refld^ $100 v^.;i; 
jff ycm would refep ba^k to sfection 415 (e) oi,the. Higher Education^' ; : - 
. Act, you will find thalthe effect of that would be to. proyidjB ah inci^ease * ; 
in the ceilmgfl^J$75 million to$100 milUpn, the ceiling ^i^ig ajpoW* ■ ; 
at which Tiew>M of gojij^ to the existing : j • 

. program^^oulamS^e to be aillocated on ja boftusbasiai ■ ^ ^: ; ' yr 

:; . , ^ Mr. Ri?Err/i :^6uld prefer ah approttah that would keep the trig;V - ' . 
. ■ . ger lirtit at the* milliori level and then have a Mlirig base y^^^^ v 

V what we call a .tw&tiered approach. Let t|ie .grpund riiles^^tqy bs^Q- 
; ally the same for the first $75 million to msure sdme staMlity ui the : . . 
- tiit)gram..States do 'not-lose any of the level of funding tRat' tjiey aijp v;^^ 
now matching. Above' $75 miflion, we would sugge^ also retaining * 
the GSL inc^ritive:;Then f or the remaining iricmey/ we would suggest 
some fairly siniple language that would esttthlish a rolling base jea^^^^ :.; 
and thit would bfe what Would drive . States into new Ste^^ • 
■ . : approprtttions. r ' w 

new State appropriations, we contend, would then.'teea tngse - 
•jy that now reach more middle^ncome's^^^^ . 

'^'^^he Federal programs. ^ . ... ; ■ ' ' 

M^ lt I ini^ht point, out anothefT advantage of this approach, if you 



.Wtbe^State front, my theory would be tHatvOiA wouia see a airoiace- 
meht bf State dollars with increased Fede^l f^^^ And X think a 
: bailinced approach to the problem woulfl be to provide the .in^nti^ 
r"' suggested to :th)B States so that thev have to. grow along with pe Fed-, .;^!., : 
erai progratiisf; rather than backing.offithe street and saynig thafcsinc6 - 
this new basic grants schedule is ^aiding these students, %e Stat^ - 
jiothaYetoejcpand oUraidtothat inc • ^ | 
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I can tejl you from experience with State legislators that this would 
be a very real topic of discussion, unless ther<^ are some balanced in- 
centives lor States to grow along with this initially, rather than stand- 
ing on the street and watching it go by. 

' Mr. Ford. I would invite you to submit the specifics of what you pro- 
pose. I ask you to bear in mind that one of the effects your rolling 
bai^a year approach has is to say to a State that lias been a pioneer ana 
has had considerable expenditures in their progi ams that we are con- 
stantly going to be rolling away from you and only rew^arding the late- 
comers who come in. - 

ft will have the effect — and that is what it was designed for — of 
bringing more people in and getting moiv State mo|fv. At the same 
time, it has the effect of using more Federal expenditures onl^ for 
those people and not tivating as well those States that have been in the 
business and have been making that substantial commitment. 

Mr. RnKTT. The effect of a fixed-baso yoar, Mr. Chairman, is again — 
putting the spotlight on my own programs, since we had a level of 
growth Ix^tween a particular year which is fixed forever as our bas^ 
year — no incentive for us in the interaction of the SSIG program tp 
grow further. We have something on the order of $7 million of ov 
match every year. The SSIG program would have to r«uJ*^fimd" 
of $200 to $300 a year l)efore it would have anythii^ el^e in it fo 
to match with new funds. 

What T am suggesting is that tphis combination of retaining the fike 
base year for t]w first- $75 million, leaving that language ^alone, but 
adding tn a two-tieml appmadu^yiuts the whip to us again who say 
that since we did a good ioh in O^c ^^h^ 1070"s of expanding our pro- 
grams can now iTlax. This w^l !>ay no; you cannot. If yo\,i want the 
supplen1(»ntary funds you have to keei>goMig, and I find that a powerful 
weajKin in dealing with my^Stntt^ legislature. T do not have that weapon 
no\V. I do not have anything froih^S§TG, except that you can get tl^ 
same amount from the match. Th^Sr* is no i^icentive to increase the 
appropriations. Wi^ have to fiiul'otlier rensbn.s on the State front. 
. T will Im e:lad to furnish the sulx*ommittee staff with our suggestions 
f^r legislative technicnl Ijiiuzuago. Wi^ do have the sections marked up 
and today we can gi ve them to you. 

T have a coupli' of other reninrks on rongressMuitiative. 

Mr. Lkk. T think' SSIG wns suiTessfnl, drawing many of the States" 
not in the arena. In all of these programs, independent colleges are in 
JH the .States' i)rogranis now, * he students attending them are receiving 
^Pvards. and I think that wjis the conceni in lf>7().and I wanted to indi- 
cate to you tiiaf all States now air awarding State grants to students 
III the independent sector and that it looks like a good time at this 
I)oint to think al>out a secorul generation of incentives, as has been 
outhned. "* 

Mr. RiiKTr. Turninir to the basic , grant additional funding, as a 
nu»ml)cr of the XationnI Coalition to Coordinate Student Aid, T am 
very concerned with what is called the uniform methodology* and how 
we determine a fainilyV nhility t<i pay^ Those rates of conti-ihution 
we tend take fairly seriously, and it leads me, and some other people 
in mv trad(», to not ahvavs Ix* in favor of flat grant rates across a large 
number of income levels. » / 
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would mmpij nriy|h" in lwt n'n * "^ to oonsider 8ome of ,yie ap- 
iQflk iiiWi^ £itiAtor Pell is advocating^ not eo much in 
tfrth|;fftrtit*l V^ p^t^Tit^g n »Ayj|inn ntm — I think thatthoae 
fo«4poiU8ioii^--but anv aMp^ ^^^^^ result-*-! think 

wMStedtMdnfftMseanier-^ a more eloping table of grants 

the $20,000 lereUSbeyWid, ... ^^^L. 

It is an af^proaoh that" would generallv fit m betjei^]ith State 
proi^ams sinee mCMt of them Mopt the ouWok that this contributi^ 
nas i nlatiaidj)iip tojaj^xne levels and therefore our grants step down. 
VerV'few of ^ give nit grants across any wide spectrum of inc<Hne 
Iwels» <v' 

That is simply Mnething on behalf ofe^a number of Statea^tbat 
I would like to'prtng t«i<fbur attention, xSdhnically, we think there 
is more reasoif to keep with the praetice of the Staflb, such* as the 
uniform methodo)pgy, in looking at that graduated level of grant 
that is broudnt by unifwm taxation rates rather^;^than setting a flat 
grant from ¥l|,000 oa up. ' . 

I would also m^e to ^^y that we support^tt£snsion of aid for the 
oampus-based programs; the SEOG progmn \ particular 9 well 
known to be helpful as we become more centraUaed in the Federal ^ 
programs in having a significant amount of funds available for judg- • 
ments in individual circumstances on the campus. This is extremely 
critibal, especially in high-cost institations qf study. 

The work/study program, I thinks should be looked at in terms 6f 
net allocation before hrge increases in^^sderalfpio^nt^re made 
in support of that program. Many of ub in the States havf watched 
as our States have returned college work/study funds and have 
reached a poii^ where soitte of the campus omcids say they have 
^J^ched saturation. A program like this has certain imftrenU^raints 
in^theability of campus^epartmenfttoifiaeate jobs. 

Akhough the program proUllbly tan stand some expansion, I thmk 
a net approach should be taken Ao lhat, seoing^at the Federal out- 
lays have been and seeing what the/returns hav-^x^ni the deebligated 
funds, the reverted funds. In some\States such as mine, we have seen 
on the order of a magaitude of $1 Uillion a year returned unused of 
college work-study funds. So it beaVs close scruti% to what the rules 
' wilftbeandhowthat money is applied. » , 

Finally, si^ many of us operate student loan aflenciee as well, I 
would like to return to the topic of your discussionbefore I came to 
this table and sav that the expansion of,that program is important 
and some of the mitiatives we^re hearing now are welcome, but the 
incentives to lenders have to be real. I do not have to nm through 
with you the relationship of pri\Tite canital to program expansion. 
We see an' expansion enrout|ired by program rules, although there 
are cfrtain regulations intelltretinp so many things in the 1976 
amendments that are strangefind wonderful to l)ehold. The ability 
to keep lenders successfully imolved in a substantial portfolio in- 
vestment Is jpritical. Thus we \iii|p yo\i to look carefully at the special 
allowances and incentives. ^ ' , v , • 

'I think that the flooi^of 8 i>errent that has been suggested is worth- 
white. Tou might consijjer poing up higher, having some percentage 
increment for lenders based on the amoiints in repaynrient as an en- 
couragement to them, an incentive in the ri^?ht direction. 
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I 9^Mo Mini oQt with regard to your remarks about default collec- 
tion that 4 jttkn ago there wer«» large States offbring HEW thi^r 
entire •oftwarepMMges that notified pe(ylo of default, kept tnok 
ol their home addren, and correspondence with those students. Iliese 
offers were not accepted. ^ 

Our default rates, as you know frwiv previous testimony, in the 
*Statfl asency guaranteed loans is significantly less than any direct 
Federalloaa program. 

Wb would like to keep that straight on the record. As we discussed 
some of these problems with HE\V, collecting some of these defaults, 
we would aljBo like to mention the flexibility' in arran{;nng repayment 
schedules, as mentioned earlier. Tliat flexibility is mherent m our 
program now. It is simply that the conditions do not exist to encour- 
age Tenders to use that flexibility. 

Often in my State, for instance, we hav6 turned over loans in default 
where«o effort has been made to adjust to a condition of unemploy- 
ment. We then make that adjustment and get that loan bade on a 
paying basis. Qur default rate in our States may be 7 or 8 percent, 
but our rate of uncollcctables is 1 percent. TKis is $100-plus mifflons a 
year in guarantees, in thcihird largest State guarantee agency in 
the country. 

So 1 think that many of the conditions (hat let this program be 
run well now exist. It is just that the full cooperation of the lenders 
has to be maintained and expanded to. use some of the rather labor- 
intensive procedures that can result in successful collbction. 

Mr. Ford. Have you had any opportunity to convey this to Mr. 
Komfeld in his efforts to establish the new program of collection? 

Mr^RiiETT. The answer is yes. Wo have attpiptod to have meetings. 
I know the National Council of Higher Education Loan Programs has 
had ^veral ' meetings wit^ its executive couhcil and Air. Komfeld, 
trying to bring out the general jwints that wo have made, for instance, 
that something on the order of i28 States with loan agencies that now 
have these procedures in place. 

The massive Foderal collection procedjires, though making good- 
newsprint, are ^ot as effective as turning over collections to States on 
a cost-plus basis, whore wo already have the collection procedures 
establislied — and verj- successfully, according to data conipared to 
Federal programs. 
I cannot see any niovonicnt in this, direction as a response on' the 
art of that Bureau. Whether Mi\ Komfold intends to move in that 
irection, I do not know. 
You could ask Mr. Smith, who mot with Mr. Komfeld. If you would 
allow him to spt^ak to that point, he has been directly involved on be- 
half of the loan programs. ^ 

Mr. Smith. Mr. Chairman. I would only respond to your question 
and say I do not think it is a faihire of the agencies to understand/ 
There appears to be a concern on the part of the Office of Education 
about seeing a reorganization f^vt into place before it begins to func- 
tion, as you havo alluded to earlier. 

Expanding niy response — representing a no w State, a State respond- 
ing to the 197() Anriendments where they created a State guarantee 
agency— the incentives are today promises about what might come 



down the road^ as opposed to boing able to take the action that you 
took and tTtnafer that to lenders vmo must wait for a rather cumber-' 
iottkt rulemaking pi*oceBS teklefine what the intent was before we may 
' implement that and'give it to the lenders. 

• 11 did not come traay with a prepared statement fbr the' national 
oouncilf but that would be, I thmk, a response that we could agree 
' with, 

Mr. FoBD. I wonder if you would be willing to prepare something 
to ffive us? , / 

Mr. SBcrrH. Without'a doubt. ^ 
; Mr. Ford. That is an interesting approach. It has been my obser- 
vation that wft are determined to bring about some rat ional solution 
to the problem. I have never dealt with a problcidlMH) that has so 
much mythology attached to it and is so difficult to get a handle on, 
because almost everyone oh this committee has discussed the whole 
problem and has a slightly different idea of where the problem lies. 

The one thi^ that everyone agrees on, at least at the Federal level, 
is that little or nothing has been done in the past. That statement just 
made about the offer of a software system already in existence strikes 
me as rather hard, because in the early stages of talking with the ad- 
ministration about moving, it seems that one of the problems they 
had to wrestle with was how to develop their own software. If they 
conld walk in and use a pattern that is already developed and start 
with that base, presumably we are talking about some of the largest 
lending States, the 28 that have this capacity, if for no other reason 
than they have been in the business longer than others. 

We solicit from all of you here the specifics of how we might try 
to urge^them to move more quickly in utilizing those resources. 

I wish yon would submit, on behalf of your organization, vour sug- 
gestions about how we can put real incentives in place in a clear, con- 
cise language, perhaps even as a part of this bill so we do not have to 
wait fpv 9pmeone to try to write a regiilation. - 

UfraaVy by the time the regulation interprets our intent, we do not 
recrim tt linyway. Wo \yould like to write it as specifically as 
TKxssiDle. 

Mr, Rhet4. SOiie of us who vavite regulations on the State level see 
it f ran fctth jUd^j. We are both guilty parties, and we also accuse the 
. Foieral lel^el. ty). It'is a complicated problem. 
Mr. FopTx Hr* Buchanan ? 
i ^r. BT><^HAN#jr. Mr. Chairman, I agree with you about bemg as 
specific as. p^ble. I apprecfate the help M your experience. 

>Ir foRCfc I inatte thQ mistake of visitint my State legiirtature yes- 
• tetdayfchere I ff^if^rly »ci-v«<l as a Stati? senator. It w^ a mistake 
-in theMnse that it was a fairly nice experience all the way around 
until all of the people c^cemed '^^ith legislation came to me to ex- 
plain why their ideas of whi:r.we sh'ould\|^oing were so far superior 
to ours. I felt a little bit like the position yotiyexpressed yourself being 
in as a writer of regulations and also as a oomplainer about some- 
body else's regulations. fi. 

Their attitude made it very clear to mo that they did not really 
expect that my absence from that State lejrislature for a period of time 
would permit me to understand that things arc different from that 
perspective. 
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Mr. Buchanan. Mr. Chairman, I recently held a seminar for l6cal 
public officials from my congressionaj district here in Washington 
to they could meet with ^^anous people from governmental depart- 
> ments and agencies to learn ^ayg^to get taxpayers' money out of the 
Federal Establishment. 

One of the per^ns who ad^ssed us in this session was a regulation 
writer. He told us two things. The first was that he was from Birming- 
ham, Ala. The, second* was^ [hat he wanted to come to the seminar to 
represent his agency to dertiopstrate that there can be a regulation 
writer who does not^ ave tw«ii^ds. 
Mr. Fow). Thank^ou veiy!»ucL . . 

Dallas Martin* executive |Kreta^ National Association SpStudent 
Financial Aid Administra^|tt^^ Fritz, direc^pr of financial 

aid,'Syracuse Univeisitv, direw)^ of the Commission on Government 
Affairs; an(]^ Donald itolec, director of financial aid, Purdue Uni- 
versity, chairman of the Committee on title IV studtot aid programs. 

Without objection, the prepared statement presented to the com- 
mittee will be introduced nt this'JJioint Jin tl^ record and you may 
proceed, Mr: Martin, with yoiif . panel. 

[The prepared statement of Dallas Martin follows:] * . * ^ 
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BtATEifCNT ViiBznm BY A. DAXXA8 Martin, Ph D , Executive Secbetaby, 
Natioh Ai, Association or Student Fjnancial Aid Admimstrators 



on GoviBmnentJkl -Uffairt. 
the recantly iKtro- 



Mr. ^^haizM ml ■■■Tiiri th« 8ubco«atto«, I tm Dallas Martina, Bxacutlva 
S«o}aUry ot tim National Association of Studapt Financial Aid Adminiatxatora, an 
ox^nisatiop which rapraaants sioro than 1,418 institutions ^ poats^ndary aduca- 

: tion. lAccoivanying sis today ia Mr. Arthur Tzitz, Diractor of Financial Aid at 

* . -J ♦If 

■yracusa Oaivpraity/ s|A Diractor of NMFAA's Cosp 
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from middla-incona, voters, who are 
pay for their childrens* poatsecon 

' ^iXe it is easy to aee why 
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mking Mjriovi «ii6 nM& eumnUy tilK> vUX pity for;th« «oXih^||p^ohoM« 
thmgh pArt' o^ytU. Unc dDluM. for y««r« to oom. ■ i • . ;■ 

'tb«^for«. It U aivnnPKia^ im c^«fttHy**i*lflh th« wSVAntigM and dU- 
^d^t«g«« <^A^tion U?i cr«diU *vmo» iiy:r*»»«d funding in existing student aid 
px9gr«M tP find th« bi»t way to'h^^Uw inioa* pqpulations wa dAira to aaaist. 

thoaa vfio favor tuition tax Mditf argua that thay hava the following ad- 
vantagaatj^ 

ij' ' I. WAWD ADVMITAGBS OP TOmOM TAX CMEDITS 

1. 9€i^lbn tax cr^i^ia do not inoraaaa tha fadaral budgati 

2 J Tuition ^ orll^ta ar^ aaaiar to adadniatar Utan atudant 
» " ai^ progrwai 

3. Tuition tax craditwara fair in that thay provide tOia aaiaa 
sv|m^ t^all.famlliaai 

4|. Tuitip tax cfedita do not raqula^ an increased bureaucratic . 

5. Tuiti^ tax crad^(a do*not aat the pyacadent of aaking tr&ns- V 
Af ar payatnta to tMa «id^la oXmrnu, aa Student aid funda wouldi X 

6. * Tuition tax craAitf help to maintain t^a pluraliaUc nature , 

V q£ Jtigiiar alioatlpn '^*ta». ^ 
^ # ^ 
Mhlla tfcaaa'ar^»anta lA appealing at first ^^ce, it ii^linportant to ra- 
•» a*'* ■ ^ ' ^ *' 

viaw tham ahd thVir disadvantagM^Bora.carafully. 

. w . ^ . X - i' 

^SADVIUrtAG^fbP TAX CREDITS >f 



1. Nhiia' tl^ ffdalbil b^^lyt nay no^ increase/ the loss of >f avanul^ ^ 
fro»*the U.fctreaa«^K>uid ba a minliua o£,$lh hUUbji. in * 
FY-^S ^^n^, A|r a $250 nd|Byfundablg1<jredlc, knd as «flch as ^ 
|2«S biXlioh fbr a $5M crS^. In addition, ail suclv qix ; *^ 
cradita bacome entitlftent benefits. which are hot subjec^ to i ^ 
4>Rroprlations., Ohm amounts and eligilbility req^*emena|^arp v" 



the baitsftta/ and ptogr^ 



4>Rroprlations., Ohm amounts and eligilbility req^Aremena|^ 
spaUeA odt, mr^m <*hb aeeta the ellgibla-*ab: 

aiMl'yigi^lUy dire^ apanding^ograms,* 
work/ bdcome mu^ mora scarce. 



roar am jlUfct s are liable. :tin^' 

in fmtura,yea<a, the j?reMB t^Ii^^ fliaount of cr^- 
; orSxpend eligibinty «r it will*bfc^ . 

iter and funda to 

that wa knfcM 



it orSxpend eligibinty «|^it will»bjjjg6fs^ 
Thua/. outyear revanua axpojnyre (becowea ajpa 
expand yigi^lUy m dire^ apanding jnrog 



4 r^. 



'1^ 



■,1 



'5 , 
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Thtt in aaaifliflUring tuition tax crediu i« totally based 
iVpn th« typa of lagislstion paaaad. If limitations and r«- 
•trictiona ai^s a part of a .tuition tax credi.t, then the sdmin- * 
iatxmtivo burdens era sut^tantially incraaaad. tor exmpl9, 
savaval tuition tax credit bills currently pending in Congress 
liait eligibility to full-tijpe students, or re<iuire that other 
types of federal grants or private scholarships be deducted 
tiom the credit. Obviouslyi these types of Restrictions raise 
serious questions as. to how the internal Revenue Service, might , 
audit individual returns for costpliance with .such restriction^, 
and whether or not institutions will be required to sign affi- 
davits for individual taxpayers to substantiste such claims. 
Such reittrictions, without proper monitoring, will, undoubted- 
ly/ invite taxpayers to abuse the provisions. 

Hhile tuition tax oradits appear to be fair, they do not bene- 
fit all fteiliss in the same way. Families with lower incomes 
frequently do not receive all or even any. of the credit because 
•thair tax liability is too low and moat tuition tax credit bills 
are not refundable. i ^ 

In addijtion, a recent CBO report entitled. Federal Aid to 
secondary Students t Tax Allowances and Alternative Subsidies , 
indicates that s non- refundable tuition tax credit of $250 per 
year would be distributed as follows; 



Size AND DISTRIBUTION OF BENEFITS 
DNDER A NON-REFUNDABLE TAX CREDIT OP $250 ^/ 
COSTING. APPROXIMATELY $1,7 BILLIQN IN FY-7e a/ 



Adjusted Gross Income Class 
(Dollars in Thousands) 



10-25 ' 25 All Groujps' 



Aggregate Benefits 
(Dollars in Millions) 223 63^ 628 1.682 

Percentage of Total 

Benefits 13.3 49.4 37.3 100 

ft 

Average Benefit Per 
Eligible Student ^ 
(Dollars) y 143 160 213 174 



m/ CBO estimate based on data, from the U.S. Bureau of the Census; data from 
the U.S. Office of Education, National Center for Education Statistics; 
data supplied by Joseph Froomkin, Inc. i and tax data published by the U.S. 
Department of the Treasury, Internal Revenue Service. 
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Tte ■vtfx«9« bMilrit f«r »tud»nt« with fwlily JUiowa -^*oy«^,000 l« 
gnMtnr than ^Jt for f^^^t^ in th» $iD.ck)0~925,00(^ihc<Dm4i olaia b«- 
. c«iM tho»i>?^ hlg)b«r ijieomiT^xt^jtm nor« likely to attfaad-school 
on * fiaX-tlM U«ia- •v«r«9f^lA#tit for full-tiaa atix^ta in 

both of tiMM incQM^claaaas would b« SaSCJ^ Many full-tl«« atudenta 
with fi^iiUy incoa^B below $iO,000 vould gat thQ tull credit becauae 
Um fMiiy** UM liability ie leaa than $TS0. 

Source I red^^aa ' to Poata eoondary 
Studentar Te» Allowancea and 
Alternative Subaidiea , • — 
Congreaaional Budget Office, > 
•^J'^aouary, WB. ^ 

fhere ia alao another way in which tuitioWtax credits are unfair aa they ' 
relate to people who are applying for other forms of need-based student aid. 

Presently, in order to considered for nost federal campus-based programs, 
as well as for most oeed^based state and institutional fundsv a student and his 
ot h«r«family are required to fill out a need analysis form. These documents 
collect dsta on s family's income and assets, as well' as their liabilities, in 
.order io coe^pare the relative financial strength of one family with another. As 
part of thia evaluation, certain non-discretionary items are deducted from each 
family's gross income. One of these deductions is Federal Income Tax. The re- 
daction of non-diactetionary items such as tAxes is a means to determine the 
amount of a family's available Income in order to determine how much ia actually 
available for a parent's discretionary use. Prom this discretionary incorte, mar- 
ginal taxation rates are applied to determine the contribution ^e family can be ^ 
expected to provide to meet poatsecondary educational expenses for their children. * 
If a tuition tax credit measure were approved, thereby reducing a family's overall^ 
tax liability, under the existing need analysis formulae the family's eligibility 
for other need-based assistance i<ould also be reduced between and »i of the amount 
of the tax credit. The. following example explains what I mean: 

Take a typical middle-income faifLly of fouir making $20,000 a year, with one 
child in college and no unusual assets or circumstances. We can se« whAt happens 
to the student's eligibility before ^nd after applying tax credits to the need 
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•luaysis foxBuliuii . 

^ tmmilY yitbput Tuition Tax Cr«dlf 

$20,000 



Total 

Klnus deducations fort 
r«daral ZacoM Taxi 
r.Z.C.A. Taxi 
f tat* « Othar tfex*ai 
Standard Naint«n«nc« 

AllcMNmcat 

Availabla Znoonai 

Contribution, from 
Jkasatai . ' 

Adjuatad Availabla 



2,500 
1.071 
1.400 

, 7,650 

17,379 



$7,379 



X AAZ Taatation Rate* 
Parantal Oontrlbutiont 



$1,818 



Coat of Attandanca 
- purantal COntriliutionj 



$4,000 
f>J 1,B18 

o , 

-Studaitt rlnanclal Naadt $2,192 



raaily With Tuition Tax Credit a 



Tdtal ^nooaMi $20«000 

Hinus deductions fori 

Federal Xncone Taxi * ^ 2,250 

F«X.C.A. Taxi . '1,071 

State « Other Taxes i 1,400 
Standard Maintenance 

Allowancei , " 7,650 

Available Income i $7,629 

j(' Oontributidhi- frcn 

*'V"'' Assets I 
♦ . 

iCdjusted Available 
.'^9oaei 

X AAI . TAxat^pn Rate* - 

Parentilll Contribution i 

Cost of Attendance: 
- Parental Contribution: 



-0- 



$7,629 



$1,892 

$4,000 

1^692 . 



■Student FjLnancial Need: $2,108 
KBT DIFFERENCE: $74-00 



■r 



lied in 



After all calculations are.coiqplete and the marginal rates are applied in 
this exaavl«. the s^e student with a tax credit of $250 is eligible for $74 leas in 
other need-based aid than ha or she would be without the tax credit. ' At higher 
Incone levels, the tuition tax credit is reduced to nearly one-half of its origi- 
nal value. Further, there is^no guarantee that the sttident will ever see the $250 ^ 
tax credit, since 11; benefits the peurents and not necessarily the student. 



4. Proponents of tuition tax credits argue that such legislation " 
would not set the precedent pf making transfer payments to the 
' nlddle-class, as student aid funds %fould. First of ' all, one 
ntist question whether such transfer paymenBs are bad, particu- 
larly when one considers that, with a tuition tax credit of 
^' $500, the Congressional Budget Office indicates that .nearly 
$600 miilion of such benefits would go to families with in- 
oones' of $30,000 or more. Further analysis shows that under 
such a proposal $432 ^million would go to families in the 
$30,000 to $50,000 incone bracket, with $416 million going to 



$1,577 m 34% AAX over $6,700. 
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' fodllM in tha $15«000 to ta0*O00 r«ngs. In a^ition, 

' Million iKmld 90 to thotim fa«ili«i^ with over 1100,000 incoeiee, 
' while only $16 idlllon iiouldlfo to ,f«»ili«s with JlnccfBes froei 
10 to $5,000. This ie to that trenafer peynentet to Middle- 
ittOOMs 'fanili«a nay not be bed if funda for such payments cone 
. f roM the affluent Mibers of society and benefit needy families. 



« There ara also twoi other points, to make, on thia iaaue.l First, "there is no 
precedent to be set. The precedent of transfer payments is' thk agreed-upon con- 
cept upon which 111 federsl studeht financial aid is based. Secoi^y, we are all 

. " .<tj 

feeling increased preesure from tax-paying, middle- income faai Ilea, who need some 

■ ■ ■ ' . «• 
financial relief and who at* asking,.for transfer payments. 

greateet fear la that, if relief is hot 'forthcoming soon for, thkose fami- 

liaa, there, will no longer be eupport for the prograna and levals of funding need 

ed for our very p6or students. ' Ne would then be closing our academic' doors to 

those very B*opl* ^ have attempted to assist since ittudent aJLd programs began to 

expand in the mid 1960*8. This would-be a true American tragedy. 

5. Soeie 1^11 argue that tuition tax credits do not require an 
increaae in the bureaucratic structure of federal agencies, 
■owevsr, this is very unlikely, regardless of which alterna- 
tive is chQseh. If tuition tax credits are adopted, there 
would have to be additional regulations developed by I.R.S. 
to handle auch monitoring as I described previously, as well 
aa changes to the Internal Revenue Code and the Federal Ingome 
Tax forms. In addition, auditing procedures for the ServV^ 
would be , increased and yet another federal . agency would iww 
be involved in atudent aid^ 

The increased student ^id alternatives would also rec^uire 
sooM increase ii^^e existing fed^EKffl student aid delivery 
system; however, the-' structure and procedures for such are 

. already in place and are thoroughly familiar to all x>artles. 
addition, existing program regulations for student aid. 

Jrauld easily be adapted, thus preventing still another set 
pf^ederal definitions and rules that differ from, the norm. 
)ldoptioa of a tuition tax credit will inevitably lead to « 
ad<iitional regulations at a time Hbn we need less regula- 
tions, not more. , 

6. It has been stated that tuition tax credits will help to 
maintain the pluralistic. nature of our higher education sys- 
tem. Such a statement obviously in^lies that private and 
p^lic institutions will benefit equally, but there is rea- 

. son to' doubt that such would be the case. In fact, evidence 
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^JiDifii tMt «ost tuition t«< ct#dit proposal* vAy hav» an 
AdvmA Jitff^t on hi^hat^st institution«>becau«a thoy pjgr 
vldo^ fixiid dollar bansfita rsthar than benefits based upon? 
.CMita o£ aduqatlon;. Kaoantlyr tha lUtibrial Aaaociatioh of 
Independent Collagea' and Universities paased a resolu^dn 
oppoaing^at-rate tuition tax credits^ Since this organi- 
sation tfpreaen^a momi private institutions, there is strong 
•vidance to support tiMt they question the nerit of such s 
propoaal. ■ » 



ADVANTAGES OF STUDENT AID ALTERNATIVES 



Those «rtib 4avor an extension of federal need-based atudent aid programa cite 

" ■ ■ .« \, • . ■ • ... 

the tolloWing axanpleai 

• • J . . . 

1. ^Stqdant aid programs provide, the benefita directly to the 
4«bfdenU, not the parenta. All. existing federal programs 
^dia'tribute the dollara to the »C;^ent^rectly, Tuition 
ta^c credits go to the parent Iji most cuj|fi and nay or may 

.. not be transferred to the atuden,t to help pay for education, 

• * 2. Student aid pr^ama provide the benefits* to the student at ' 
the time he or ahs is faced with paying for tuition and fees, 
not'aix to li months later, as is the case with tuition tax .♦^ 
J • . credits, 

3. Student sid altematiyes target the monies to those in greater- 
sst financial need, whereas most tuition tax credit proposal* 
indiscriiainately provide financial assistance to all families . 
regardless of faaiily income or the actual costs of postseconr 
dary education* 

^ 4, Student aid alternatives taXe into consideration all education- ^ 
al expenses, not just tuttion^and fees, as most tuition tax 
' creditlproposals do, ' In fact, for some students yho are pres- 
ently at*tending tuition-free community colleges, there is a 
serious question as to whether or not such students would even 
qualify for some tuition tax cr^it proposals becasue they are 
tied 3lly to tuition. 

5. Student aid alternatives prevent unnecessary fragmentatipn of * , 
educational policy among different Congr'fcsional committees. 
Tuition tax credit proposals would only a^d aiiditional work 

^for the House Kays and Means and Senate .Fiin|rce Committees, . 
"which already face enormooa. legislativ«||iiaponsibilities. ^ # 

6, Student'aid alternatives provide families with a choice of how 
to meet their chlldrens' postsecondiry educational expenses by 
offering grant* loan and work options. Plat-ifcte tuition tax , i 
credit legislation would fail to take into consideration vari- ^ 
ous coats of education. For example, a family sending their 

child to a higher cost institution with average cost of $6,000 




. « y<»air 1» fwiii^ ilh wiMinditar* of $24j|p00 for four*yb«rs .. ' ■ i " 

• of colX^gb. Mith'thV Hat rate tax credit propo^fll, thia 
li , ;f«alXy W>uld b« '«tli4ibU for $l*00(f irt foiur year's with » ' 

••r- .^1^250 tax cr»diti' Hovover, with if studant aid alternative 
'. auch AO the one. vhich hasi^jeen J)reparbdi>^ prea 
any fanmy with an annual ac^usted ifainUy income of $40,000 
^> , . would be aligiblc to bbrroy up to $7,500 in four yeeurs and ■ , 

receive an interest iubs>dy from the govornmant during ,tho. , *, 

same period and. throughout the loan's nine-^onth grate pe- ^. . 
■ rlod of $l,70e.' r' ^, ■ ' ■ / , ■ > ^'^'.'.f??^', 

. ' •■ V . \ . ■ • 

In addition to the'autaidy, the student is also able to bor-^,^ 
' roy nearly one-tl>ird of this total cost of education. With ' 
a ten-year repayment period. This typo of solution ia | 
beneficial to a family which faces cash flow problenjs 
A straight ;$250 tuition tax Credit. 

■ ' ■ ' ■ ■ ■ . • ' ■ % " > ' 

Having now. re viewed the advantages and disadvantages. of thfi/wo alternatives, 
it is clear' why our Association, favpr^ the student aid alternative to a tuition ta)4 
credit approach. L«t us now turn our attentibn to the specific legislative propo- 

■1,' . ■ A ' ' ■ 

•al which ia before,. us. ' t ;. 

if we carefully compare the iCarter proposal/ with . the current program, 
clear to. see that all famiii'es with up to' 515,000 incomes would receive slightly 
higher awards, (on' the average of. between $200 and 5350), than they do under the 
existing programs. H<iwever, for most fagrhilies with incomes in excess of 515, OdO, . 
the carter proposal fo^ BEOG. s^jnply provides^ mihiroum. grant of 5250. With this 
typo of apptoach. almost all families between 515,000 and 525,000 are treated the 
same. ' / . ■ ■ * , . . ^ 

. Since w« know that ther«'are differnces in the financial strength of such 
faimilies, 'it is incumbent' upon Us to address these differences. In order to'do 
'this, there' are several approaches thj^t could be used. », 

•'. ■ ■ ^ , f*. • ■ 

■ DXSTRiBOTlON OP FUNDS » . . ». 
ti , • ' ^ • * . ■ ■ . o ' 

1,' Change the Taxation Assessment Rates . \ ^ 

The Carter _v'fop<5sai keeps the' current assessment- taxation fate of 20% on the ' 
first $5,000 and 3J>\ on all amounts above' this level , as shown in the" following Aart 



|:;; 



• f 1.500 

• 

< r»i.ooo 



$500 



FISCAL 1979 CART£R proposal 




F^SCA^. 1978 
RROGRAM 



30% Tax Rate 



■..-1 



$25& Guarantee 



$50i Minimum ' ■ 



9G 



$;7iji(jo 410,00) >i230Q $i5.otfO; $17,500 ''^;p,two^ ^^^ 

ive of aif$ post secondary education^ ho unusiHkl 

axpcir^aS' avijrago asaieti^an^cbst of attandancaji^ ) 
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JfU tlii— p>f— Hfgit \mf tkm^Mfit *t>mn tfM dUtribation of doUan woiiXd ^ 

*■ ' 

' fot MUliU, If th* 30% -figiur* wan r«duo«d to 33%* thofi''tlM toottoa slopo 
9i «te Um #MUnd fivthwc to tho right* tbmt€bf roAuoina th* lon^ of tto 

laSO.lUt 1U4 anA. «X«e pnwiAif^ KliffhUy hlghu mMxds to poopla bctxMon 113*000 
Mi^lftfSOO.* Fiograa }Do4t« «ouId InenaM a^lthtly* but «0M;«qulty would be addad 
to ^ isropdUl. * , 

teotboif.way io aodlfy tho Mtainiatr«tion*a propbMl would bo to drop'Uio two- 
1«W%1' nto ^nd go -to ■ flat rijto. Hila would produoa a dlatribut^on jMttarn aiai- 
Ur «^^«tet which hail baon propoaad by SM«ator Vail in hit billa* •..3473 and S. 
aS39. Ag^* ycograi ooata would incraaM if tha 1650 incraaaa in tha ti^}Y siM 
offaata an aaintainad* Boi^var* tha flat $350 award lina could ba raducad* dapant- 
diiig.upoa which taxation rata ia adoptad. 

Wyadlaaa to aay* tha coaibinationa of altarnatiyaa ara alaoat andlaaa* dapan- 
ding upon tha daairad objaotiwa to ba acAiaved, 

ZZ. Zndaainq tha Oailiag > , * ^ ' 

haothar altamativa which haa baan oonaidara^l by aoaM ia to indax tha Mxi* 
■n awa^. If thia wara to*ba dona, aoat *cui;rant award racipianta* aacapt ttoaa * 
' caught by tha half-coat factor, would ba banafitad a^ually and tha diatrltoution 
lina would ba Movad' alightly to th* right. , Such proposala Baintain aqu^ty» bu^ 
do littla to addraaa tha praaauraa of highar widdla-incoM faniliaa. If do othar 
changaa ara aada in tha progran* including no changea in axiating tax^atfta* than 
ini^al-yaar pvograi poata would ba incraaaad by approxiaataly $95 million for ^ 
aach $100 incraaM) 1m nawtwiM awards. Purthar, if in futura yaara auch award 
Incraaaaa wara autoamtlcally indaXad proapactivaly, baaad upon reaaoimbla aoonoia^o 
factora, than thari^, ara miniiMl outyaar coata aaaociatad with thia approaai. Xt 
ahould ba notad that, if tha p^raa had baan indaxad aln^a ita incaption^ tha 
curnnt maxiwui award would ba $3,100. 
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"ill. aUtt«i«tf Wiv 11^ off«#t« 

•till MOtharVvpsoaoh to hm oonsid«r«d in A4d)f«Min« ths ai^trlbution of; . 
•pAie Om% tunU im to InomM th* family o^fiiiU. Ciirrently,^ tha fMiiy 
; allit otffMtt ttM4 in Um BMic^ant piogrn haaa^ tha Buraau q)F tha 
. Ommm (QlrihaMky) po^Party^laval. By ooivarifon, tha Unifon Nathodology Allow 
«aoM» naad with tha cai|pua-baaad progrMa,. «ca davalqpad 'fro«-t)|\a, Buraau Labor 
Itatiatio* la»-inooa» l»id9at c«ta9oiy. Tho foUwlng chart claarly ahow tha dif- 



f^ranoaa batwaafi'thaaa two sytaaas 






\ . m ■ 


OOMPWSON OP FAMILY 8XZB OFFSBT 

wmnm cunaarr beog and bls low xncxme 




rMily.sias 


Currant BBOG - 


BLSLow Incoow 


Diffaranctt 


• a 

' ?■-<• . 

,'8 

. ' • 9 

Id 


$4,100 
4,900 
6,250 
' 7,350 
8,350 
9,300 
10,:^ 

n,ioo 

• 12,150, 


$4,970 
6,200 ^ , 
7,650 ^ ^ 
9^030 

10,560 

11,760 

12,960 , 

14,160 

15,36p 


1 870 
Ir3b0 
1,400 
1,680 « 
2,210 
2,460 
2,760 - 
2,960 ^ 

3, no 



Tha AteinistrAtlon'a currant propoaal saaunaa €hai the BmIc Grant family 
slM'Offaata vouXd ba IncreaM by $650 for each allowance, or that audh'an amount 
» of diacratlonary income **ould ba excluded from taxation. *Our Asaoc^aaon strongly 
mqjporta f aove^in this direction, alnce;we would prefer to Aee the Basic Grant 
fbriulaa.and tb« Uniform Methodology brought closer together. Another advantage 
of thia ^pa of a^aoach Is that It helps all families whose children are no^Jtow 
eligible for a maximum ni^rA or^'yi^mrB lisdted by -the half-cost factor by 
giving thi9» more realistic living" expense allowances. . 

ItM coats to tl* total program for these kinds of changes are fairly expen- 
aiva. for exan^la, to phange the current program from the BEOG .(Orshaneky) levels 
to tha Uniform Methodology (BLS) levels, would cost about $880 million. On the 
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by Pmident carter costs about ^300 MiX^ 
lion. If ,tb« fanlly alia offaats W4ra inc^aKiad by $1,300, which la Closer to 
imraga 'dollar difference between the two ai^owancsa, then pxogran coats would be 
'i44cnrMMd to betaieen $40^^ MSQ iMllion. A 

t|Ow that we have SMftdned the three baaic ;waya to change the diatribution o( 
the Baaio Gtant funda, we muat cpsM.back to the central objective. While it is 
elear thai eVexyone haa*\lif ferent ideas about this eubjecyT^our Association wouli^ 
ifavpr a propoaal which wouldi 

■. • ■ ' " • ■ ■ 

1. Znaure that awarda to the nee^ieat families arV not being 
reduced at the expense of the less needy. 

2. Help All famines receive realistic family aize ^fsets to 
■ore accurately estimate the true lining expenditures aaao- 
elated with today* a coat of living. * 

, I * ■ • ■ ■ -> 

. 3. Diatribute fMeral grant dollars such a manner to insure ^ 
that axich liwards are reduced aa a family's financial well- 
being ia Increaaed. 

4.' Minlmixe flat yrate awarda across broad income ranges, thu^ 
helping to pnaserve e<iuity in the program. ^ 

7 ^ ■ ■ 

We feel that ^i a approach* is* not only the fairest for all conaer^ed, but 
aiao eaaential if/the need-baaed concept of student* aid is to be preserved-, We 
would, therefoip^, endorse the Presideitt'a proposed incri^ase froa $1«600 t^lE$l,800 
^for the max^imtaa>BEOG award and would , likewise* favor the exclusion of $650 in 
diacretiMaryi- income. However « we «fould strongly suggest that the assessment tax- 
ation ra fas be modified to minimize the length of the flat line $250 *awards. ^ 

lie we. can understand why the President's proposal suggests' the minimum ^ . 

, . 1 . . ■ -»■ "■.*■ ■ 

.9250 atfardjj^'it ia^only fair that we express our concerns with this af^oach. If .'^ 

the^e^^nimuQ^ awards are applicable to the large number of student8^j^i\dicated by 

the Adminiatration*s figures, then serious consideration needs to be given to how 

such awards will be delivered. V ■ * * 

•• » ■ » 

It has been su^ested that a simplified form could%>e used for thoae studenta 
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t ' - V «i^,^ifOttMHt^"i^^ t«/. qiMOiiy tot tlU ninin (250 MMunt. fuoh a for« wpuld 
oi]^ ««qti^ Chat tha BtoOMt indieata that his or bar faidly inoam in mdms 

; ' ^^^^^^^^^ to ka vazy aiapla, it potanti^ly could :. 

■ •■•,'•4 V • '■' ■ ■' •" \ •' ' ■ , . ■ 'v' . ' * 

• •••• ■ . ;, ^.^ • ' ' _ .,■ - , , 

,; V currantiy, aid ^Mnlatratora collaot fairly dataflad flnanolal Infonution 
' . " ■ •. ■ . ^ ^ . ^ 

;oii fMiliaa of aid raoipiants which anablaa thaa to'varify such atatad infomati^Q. 

Vha f^t-laval ainiMai awu^ do not land thaualvaa to thia typa of .varifioation 

without^ raqoiring ^ family to coivlata ^ naad analyaia toiyk. Whila it. ia ttua 

that coaplating such a docu«ant, tha atudant nay wall find that ha or aha la 

alao aliflibla for othar typaa of studant financial aasistwica, it sight ba battar 

public policy to graduata tha siia of \ha awarda baaad vpOn family .incqna with tha 

doilara which ara propoaad to ba availabla in FV-79. 

Anothar araa that W Wiah to addrass tpiay in tha Adaiinistration'a propoaaX 

< if t^ total ralianoa upon tha ' axpanding collage-baaed funding through juat the 

Ooilaga Work-^Study progr^.\ Hhila thara is no doubt that these funds ara naedad/ 

- aa avidancad by tha institutional :raquas1:s f ran ^previous yaara, thara U alao a 

' ' trw^adoua naad for increaaad fundin^if in tha SupplenentiQ. Educational <^portunity 
' . • "if 

• Grant (SBOG) prograa. The SI90G prograp has long be«n recognized a% one of tha 

; y 

• Boat afxactiva programs to provide low ^ 'middle- incom. atudents^ choice of tha ' 
type of poataacondary educational institution jthey will attend. However, without 

^ additional funding in ry-79, this choice ykrill be minimised for many of these sl^- 

^ . ; ♦ ' ,■ ', . . . ^ . ' ' : 

danta.. ' ■ . 

* . ' . ' ^> ■ 

/ We aincerely. appreciate that the Sponsors R.R. 10B54 reo^ize tKis need, 

aa wall as the need to expand CNSP by increasing the threshold le'vbls in the rv-SO 
' budget year "for both of these programs. Howev^, if at all polsible, this need 
should ba addreaaed in the FY-7rbudget. . 

Likewiaa, we would sincerely hope that additional funding could also be found 
f6r tha State Student Incentive Orant program. This program has also proven to , 

greatly benefit miidle-income students. In addition, dollars appropriated for thia 
* . . ■■ * * , ' 

• program are matched equally V "tata funds, thereby maximizing oapital expended by 

'the federal govartimeiiji. / - ..^ V 

The current balinbe between Basic Grant, »6ampua-based aid, and state, aid pro- 

• ■ ' ' ' " ^ ' .'^ ■ ^ ■ ■ * 
grama haa aervad low and moderate incoiDe families widS:. This same balanced approach 

?, ' ' ■! '■ ^- » 

with inoraaaad fundihg in^all programs, can alao adequately serve middle and.upper- 

middila-incote faaiUaa. , Your continued, support and careiui consideration of thaaa 

altaraativas is greatly appreciated, and our Aasociation and ita members stand'ready 



to 'work witi^ you in ac^^ing our mutual goal. 

t-. r if .: ■ . • 

loo , 



STATEUENT OF DALLAS MABTIN, EZECTITIVE SEG^TABY, NA- 
TIONAL ASSOCIATION OF STUDENT FINANCIAL Aip ABMIN^S- 
TRATOBS, ACCOMPANIED BT ABTHTJl iniTZ, DIBECTOB OF 
FINANCIAL Am, SYB ACTJSE TJNIVEBSITT AND DIBECTOB OF COM- 
MISSION ON aOVEBNMENT AFFAIlis. NATIONAL ASSQlCIATION 
STUDENT FINANCIAL AlD^ADHINIST^ATOBS; AND DONALD 
JiEC, DIBECTOB OF FINANCIAL AID, PUBDUE UNIVEBSITY, 
IBKAF OF COHHIfTEE ON TITLE IV STUDENT AID PBO- 
MS/ NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID 
STBATOBS 




"N. T^jhank you, Mr, Chairman, 
ould like to thank you and the other members of the subcom- 
6x the opi)ortunity to appear before yoU todaj and to discuss 
*u some oflthe advs^tages of the student aid alternatives and 
somevt the disadvantage of the various tyition tax credit proposals. 
\8 you well know, we have been very appreciative of the eflPortb of 
yOnly you, but Mr, Buchanan and other cosponsors Of tKe Middle ' 
ome Student Alssistance Act for comiAg forth with a proposal to/ 
lly recognize the plight of the middle-income students thiat are 
Ihgsuch A difficult time finding the means to finance their education 
■r postsecondary institutions across this country. 
Tq t^re appreciative, of course, of your colleagues on the other side 
of the'Congress in the Senate, for the work that thpy have'done, in 
working witl| you in trying lo address this need. 

It is easy for us to see why so many view tuition tax cre4its as the 
most expe^ientsolution«to provide relief to parei)ts for postsecondary 
expenses. However, I^hink it is time* for Memters pf this Concress ann 
the American pufclic to take a mote c«treful look at thfe pfoplems. - ^ 
One of the dilemmas with tax 'credits is^mply the fact <!hat they 
face major weaknesses from the standpoint that it tfiey are very^ simple, 
proviiiijyjAad coverage and have^ broad pljlifeical appeal, then they 
also lecoma very exp^sive and they bec'ome very unfair, fiCnd . you lo^e ' 
alotdffeqyfty. ' ' - t. . 

On th^other hand;* if you^^ut a lot of restrictions oil tuition tax 
credit legislation in an effort to4ry ancj control it so that you can. 
manage expendittires aiTfl try to make 3ure thUt tlie doJljirS are directed 
to where they should go, then these tax cr'odiV {proposals become cum- 
bersome and really are not any different fppm^the other kinds of 
student aid.programs that we currently have. . " 

I/think this basic weakness affects all-tuidon tax creliit proposals 
that wo have seen. ' ' 

For. this porticulaf reason, Mr. Chairnftn, we have .opted /very 
strongly to favor ajirogram, such as yon have suggested, jbnat wt)^jM 
keep the existing sfTOent aid delivery system intact and also, add to ir. 
We hav£ felt for years that current student aid projrrams have (fbno 
an exceTlent job of serving particularly low- and middle-income stftv 
dents, and we think lhat the record and the facts and figures regarding 
^he students that have been assisted will Substantiate this. V . 

ITn,fortunately, we have not had the means in terms of adeqtfpe 
appropriations to take^care of other needy students and, because of 
this, today we find. so much' pressure from deserving people who are 
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.«ai^tium g^i^^ t^ fiiiB>8tated^a4Y&Atag^ and 

oit^Qaadyantkge?^ of tmtion tax credits that have aliBady 
jutlfed ^oi: the'»i^^ jiist siiy, Mr, iShairniap, we 

of the testimtojr that p being giycpr on 
^ 7 : sbintf Vety^^ocmfusing fac&vWQ would;hope'that ^ 

f '^h^ the bpftortumty to iSort soifie 'oi thisipuV* 

• ;v been appalled by the fact, of some otthi 

stateinents that have bAh made recently, not only befo;re the J 
' tiito Commttee, but before Ihe^Ways an^; Means Con^n^ ^hert 
things have been ex&ffgeratecl. ' ' - . . / ^ 

: Far.an example, When you look at some of the distnbi^tion ^ptems i 
: > of the tuition tax credit bene^ts, such as .the chart which we mcluded . ^ 
' in our testimony, I think you wiU find thattJactuaUy thitee^ 

* to hdp people at h^her intonjei levels rather^^^ 

. £^up that we WoUd typically indicatetai^e mfflxuci inconife, . ? 

I fcow a witness earlier tpday , for, example, dted a prev5jpus* ifcudy t! 
/ that was done .by the Ajnerican Council oh B^ueatioU wd silnpiy^^^ 
/ pointed out that ^bout 75 pfercmt of the tax (iiedit benefits w^uld g6 ^ 
/' toAjnilies^tKiricftm^ " / • Vv ..... . 

*> ' Oiat -partioil^^ stu'dyiA which was done, Mr. Chaimt^in^ -wils aa ' 
C y^rlier study^Siir^ 

* ( bfilltfLc8ift«jtirf^^^^ ' 
f A(3te J%a^ 'we now availabie-^l am sujre Ihdy wotilc^: b^ happy ^to 

provideuiem.to you— their new figures would also paraltel^the figures 
* that Currently exist in the GBO estimated. ' ' \ 

J 1^ ' ,/ i 

' I also was amazed thi^ morning to -find' someone miwiat^ an- 
Other paiiel, that sjudenfs would be' required to fiU .tfut a lengthy, 11- 
page form to apply for this kind of student aid ai^istance. ThisvoSv^ 
not the case. In fact* if you taka the existing basic gi'ant application, ' 
' ' you will find it is a one-page f onfn.^^It doeSf*hav^ several itpihs on both*^ 
sides^f it. - I'' ... * * v ^ . ' f k 

It is a comprehensive form, however, ihljiat it tnes to address all 
* students, both Mdependent' and dependent', an* jt doe^ not require 
that, all students'«iecesserily*fi]Jl (Jut ^IF^of th"o|B items, but rather 
, only those items that perttun ^ them and* thdr families' particular ^ 
Qircumstances. The rest Di the' inf omatioiy that is in thatJ^ooklet is 
*9 ^ simply ihformi^ioiiftl ite^ns -to ^ve people Background oA ho^he 
prograjn Works andsii 'description of the, btiier student feld^oppor- 
tunitifs that;aBB available. Tfeverfheles? this is Ihe .kind of effusion 
» that has cau^'som^ qf th* probletns in terms of people trying to 
. justify oitfe position or another on this isgue. - . . . 

'/ . .#6 would say jto you that with any^roposal that is developed, Md 
in paritioular-A^th a student aid proposal, there are four specific 
; points thaib we feel, are critical. ' , 

' . In particfdar^ tet me highlight these for you, Mr. Chairman. 

w6 are yery concerned that the aiwards we currently have tq 
the neediest famili^ are not being reduced at the expense x the fessr- 
. ne€ldy-> Secondly, we are also ooncemed that we help families receive 
.realistic family size offsets which more accurately estimate the true 
' ' ' living Expenditures associated with'^today's cost of living. 
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iritb^^i^^ State and loqjkltaxe& as well ajsi. 

-^;V'3NNai'tak^. -^r ■•• ^ ' 

]:\ t^ Fedi^nd dollars -^oulAbe distrib- 

ined i^ch, awards are te^uced ais 

J^^y the.one . . 

. tMtrtbje aflii^^ is offieringj we aVe d fairly 
large, Miial benefi across broad bands ot tlie income sciale. Katui^y « 
, we wotnd favor somiej^ adequately address the 

flninq^al strength of the mdiviibal^ f so that awards to those : 
with the great^ need, woldd be larger and^'^those to families with less 
need, being pnaUer. \ ' ; ' 
For this reason, would siiggest strongly that you mini^nize, as far 
. . ad possible, thejftt^te awards across broad income ranges, thus help^ 
iliffto preserve progliutieqtut^^ > 

Vfijl^.are concern^, that in the package that you have proposed* that 
we Seep the progriim balance that has servea u^ so well in the^i>a8t. 
Whil0 we realize that there are^ certain approacKes that havljy;»een in- ' 
eluded here, such as increases in the studeiit loan program, and lik^ 
wise, increases in the <^lle^ w<5i4c/study program, ^re^would ^so:* 
hope that' serious consideration could bo. giyep jfor additional fund-' 
ing for the SEOG program, as well aSthe State student incentive grant 
program. * . v v ,y 

We have a partnership in terms of student aid for saveriQ years' 
that is specifically designed to assist a lot of students and each program 
serves different groups and ^piJations. We WQuld encourage^ you 
and 4t e other^member of the subcommittee td try to maintain . that ' 
balance as far as you can so we are being responsive not only to all 
constituents frcMn th^: various populations, but so that we also -are 
being respoiisive to the various sectors of postsecondary education that 
are being served by these various programs. ' • 

We have also mcluded in our testimony, Mr. Chairman some specific 
examples to show how the flat rate awards in the basi^ grant program ^ 
* might be changed and have^ outlined three ways thait may assist you * 
with this.^One, <^ang^ the assessment rates'; two, change the award 
ceiling* by indexing the program; or three, by changing the iBxoiiyi • 
;size offsets dr by not taxing a certtain'part of (Jiscretionary inconurl.. 
With these 'approaches, you xould jchange the slope of the line whiwi 
exists iif the administration's pr6posal and thiid reduce the flat $260 
award bana. , . . ' / . 

We think »that this would make it a better package, and wouldfcer- 
tainly come closer to recognizing the true neea§ of all families. It will 
' ^ also give us^additiqnal acssurance that middle-inoome families are being 
well^served. • ' t * ^ . ''^ • 

At this time, Mrl Chairman, particularly since I ^ow that you 
have a full Agenda today and that the House is in session, and that you 
iiave had a lot of witnesses, rather than elaborating on our propel, 
I would like j;o giye you the opportunity to ask us questions. 
; Mr. Fom), Thank you very much. ^ ; 

Before I go any further, I would like for the recptd, and publicly^^ 
to th&nk you, Mr. Marfin. In your capacity as OT:ecirtive secretary 

' " ,'103 ■ 



■ ■■ • ■ 98 • ■ , A 

of the National Association of Student Financial' Aid Administra^ 
tors, you have been like an extrji staff member to this c;p9imittee for 
a nxunber of months ag wp attempted to develop what may pot bd the 
perfect plan to meet the problem of middle income students but one> 
that, with your help and that of other people in the educational com/' 
munity, we hope is a rational and^efficient plan fpr meeting this goaj/ 
I can think of no one, frankly, in this town who has spent more 
time explaining arid explaining the present operation of this system 
and how changes wilLaffect it than you have. The considerable e:^- 
pertise yon hav^ demdnstrated over'and dver^again has been invaluable 
'to tis iri developing a package, in presenting it to the administration 
an4 in coming as fanas.we have thus far, * 

It would not have been possible in the relatively short time-^ avail- 
able to iis to present something that seems td* attract the widespread 
approval that this proposal has attracted from the educational com- 
munity and the students, as you,hlard earlier today, without experts 
like yourself to draw the road map for us. I would like to tell you 
that you have drawn mcfre graphs for me on the backs of envelopes and 
oven table* coVers^an anyone *has since I have been in Washington; 
and there have beep times wher^i L thought I was learning more 
about s,tudent assistance than any normal Congressman ought to 
really l?now, ' , * 

You have been a great teacher. . 
Mr.. Martin. Thank ypxf very much, Mr. Chairman, you wei^e an 
easv student. I wish everyone- had the ability to grasp concepts as 
easily as you do and to see the merits of them. 

Mr. FoRD^ When you draw me a picture. I am a.Peaniits fan and that 
is where I study^both economics'and human psychology. I find Charlie 
Schultz can get to m^, faster than the other Charlid Schultz, who 
did not draw me pictures. ^ 

. I would like to ask' you b'6w you feel. You^mentioned the campus- 
based programs. We have liad testimony on the concern that some 
of the people in the education community have over the fact, that this 
legislation i in its present form does not move more money into the 

other prograirife. * */? i u' ' * 

If we considter the constraints of p\-orking with the fixed number of 
dollars that we have very strong and unprecedented commitments for 
^at this stag^tod the probability of not being able to get much more, 
would it be worthwhile to consider shifting some of the tHoney mto 
the program at this time? . 

Mrr Martin. Mr. Chairman, I would like to yield this question to 
my two colleagues and let them give you^their perspective. They rep- 
resent two separate types of institutions, one public, one private. Tms 
seems to be a question that is frequently raised on tl?is issue. I would 
Wke to allow each ofctTiem to respond. • * . ^ 

Mr. Ford. Someone yesterday indicated that, based solely on mews- 
paper accounts, a spokesman for private schools indicated thiSj was 
a big rip off for the publiq schools at the expense of the private and 
a spotesman for the community colleges inclicated that, on the c^ 
trary, it's a big rip ^off for private schools and was not doing cnojiglj 
for the low -cost publie Sch66l$. , ^ 

I Consider that to be the kind ot reacti^n^that indicates at.least they 
are paying attention. We hope to make cofttact with them and persuade 
them that they both are right. ' * ^ • • 
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* 14^, MjurnK- 1 would ask Mr. Fritz ahdlfr. Holec t6 comment oh 
ow th^ wovdd mate that recomm^dation^ 

; Mr*-^ Both programs, thiree programs, reall3rx_coUe^ worK/ 
8t|adl7) SEOG, and natioilal direct stuaeht loans could also be included 
wfike ti&ere is a redistribution ttf the &ced amptjnt of funds now bemg' 

:^ji^Baab6ut.^'/" • ,-%/r^':- ■ ■ 

'AS thriwi pn)^ specific thrust/ It is almost a delicate 

balance of the mission they attempt to accomplish. 

The SEO0 pi^gram ^dcNBs hay6 a larger impact with greater in- 
flueAce^ at high^ost) evma Wdium-cost mstitution's ability to assist a 
;!^dei^ range of studems with a wider range of income levels. 

I hi^ppen to represent an institution in the high-cost range. Next 
year, owr total student, budget^will be $7,000 'just for 1 year; The 
SEOG i^t^ represents the only Federal grant tljat t^e majority 

of our applicants are digible for, * 

V JTnder the proposed an^endment, there would be *me who would 
get a miniiijum basic grant. 1%^ might go' to the lower income, lower 
middle income: These ^ould replace institutipnal (lollars at the higher 
cost institutions. . / . * , 

One of the things we do havfe as a financial resource to offset this 
is our own'endowe4 and Unfunded scholarsjiips and the degree to which 
SS)OG or BEOG funds goes to lower income streams and tKrcjwgh 
the middle-income range, the better able we ure to direct institutional 
,fufids to a wider population, ' ^ . J 

\. We ar6 in a position, not a very forjtunate portion, but we have to 
^y no to about 50 percent of the applicants who a^ly for^aid each 
•yeir.^ ^ , " - 1 < , 

The' average income, of an applicant is $21,000 and the |iverage in- 
come of a recipient of aid is close to that as well. V ^ 

The college^ work/study program serves thp same - population of 
applicants and recipients, and there. are some e^ttni burdens i^that 
program pi^esently, .particularly, I .would cite^the increase in mini- 
mum wage, arid we are beginning a series of these increase^, over the 
coming y§ar8. • ' i ' • 

^ ' This 'does teprese'nt a burden- Our objective is to stretch funds to, 
assist the largest numbersi of students 'p09|ible and, at'the same time, 
meet thw minimum standard. Then we are going* to have to see more 
funds in that area. • " ' . , 

Thfe sum pf the thrust of both' pro-ams— and^I will omit, at this 
stage, any reference to NDST^i— I think the only thing that wovM^ 
be proper is to eiepnly distribute them through the tw^ programs 1 

• SEOGahdCWS. ^ . / ' • 

•Mr. HoLEC. I think a balanfced proposal, as ptesented in your pro- 
posal, between the basic programs; basic grants, guaranteed student 
loan, and added funds for work/stud/ provides all three alternatives, 
the errant, the loan, and the employment. - - . J^v 

Certainly, the SEOG ^program provide that element of choice, a 
choiqB for a student to go to a higher cost insl^itution, to go tp institu- 
tions out of State, hut a choice. In some cases, access as on the part of 
the older student-that perhaps with a family, tries to go back to get 
his or her education. The SEOG is necessary to meet these costs. 
' The SEQG program is important to institutions, and it is imptortant 
to-611 in the gaps of the very fixed rules of the basic grant program' 




oertilin situations or it can i>rbTid6 Hie element 

> ; Brogram as well Mr. Frit2J already 

: lOA^^ .ibe.nigHer tvage rates and certainly; th(^ reipj^esenjt increases, 
^ Xbi^'^^ ii^ goings to cost a46t niore just to fund the 

''l^taiii^lides^ ireceiyiixg it right now. 

;i^;^^<^^ addihohal funding in there aldo so we 

ing.tm4w*n^ institi^tions have to restrict eligibility 

y jbeoause^ hoSliaye enough funds to take care, of all students. 

V ^ Pntting inpre J^ds in that program wgn^ld al8o]orovide some^di- 
tioDal fiinds for middle-it^come students, So I would endorse that con^ 
^cert;,also, that wejhavea 1^ 

; Mr. Majctts. I just migl^t remind the subcommittee,, originally, in 
fiscal yc«JpiW9 Carter budget, they set an increase for college work/ 
rtitdy to $16 miUiop. In the additional packagei which has ^so been 
priqpoised there is an additional $150 million. Totally, we are dealing 
witfc $165 million. ' / 

If I hear my colleagues correctly, they iare suggesting that we can 
split this amount evenly bet^Veen Uie college work/study, and'SEOGl^ 
so that we can keep the balance ihit is necessary for all ^concerned* 
, MT.FoBD. Mr. Bjichanan? * T > " 

Mr,' BucHANAiy Do you Jiave dijfficiJty in obtaining job slots for 
work/study? Could you handle a $150 or $160 njiillion ihcreasain terms 
pi fihding.sufficient ]ob slots ? Is that a problem jgenerallyj! 

Mr. HoLEC. I do ]tiot belie it is. Jobs can be created, A couple of 
months ago we Had a meeting of the Big Tei\ aid admifiistratoris froin 
all kinds of institutions. All of us thought that that could realistically 
be handled. f * . 

* You |iave to, first, of all, build in a-migher wage ¥ato which is not 
going to ezpalid the number of jobs But takes more dollars just to 
Tund the current ones. . * . 

Many institutions could use additional funding right now and do 
apply for siipplehti&ntals. Some of the problem^are that some of the 
supplementals do not get . out until after school is practically* over,, 
and their institution cannot use ^he money w^heri it does become 
available. V ' ^ ^ 

A number of institutions vcould like to expand their summer em- 
ployment programs for students^ They are unable to do so because the 
funds af% being used^ during the academic year. 

I do^ot think the^ would be any significant problems. I think the 
institutions would desire that challenge to create mope jobs, through 
r .not onFy the institutions but off -campus agencies as well. I know at my 
'Own in^titntion we have been able to increase our program approxi- ' 
f mately threefold over a period of 4 or 5 years, and we have nad no 
difficulty iff creating additional jobs for students. • * ' 

Mr. Buchanan. ^We had testimony earlier by .Dr. Eheit that some 
had tatum back this moi^ey. ' \^ 

Mr. RHa3|rr. I was sayipg^that that -was one of'the reasons that aid 
ofl|cers in my State had given me for the deobligation»aiid reversion of 
funds, of what I considered to be on a large scale. / ' 

Mr. Buchanan. It must be different in different places. 



106 



Mr. Martin. Let me pomment on that, Mr. Buchanan. The college 
study program has always been a little more difficult to adminis- ' 
ter in the fact that you are trying to spread the money out and esti- . 
mate monthly payrolls. From an administrative standpoint, on the 
front end for scnools, it is a little more complex to make accuratfe as- 
sessments and judgments in terms of expenditures than it is on your 
loan expenditures. - ' * . 

If we go back to look^^the'histoiy of the program, actually, ^ith 
We exception of just Tor 2 years, the underutilization of funds in anv 
given year has ideally been under 10 percent. There have been a couple 
•of exceptions to that. There are also a couple of horror stoVies that oc- 
qurred in certain States where -there wre large amounts that were 
iibfunde4. \ ' . . 

Particularly I refer back to 2 years ago when one State iu particular 
turned back a large amount of money. On further invcstigati(|n, how- 
ever, we found that this came about because the State agency there had . 
increased very substantially their State grant program and the amount 
of difference m terms of underutilization was nearly equal, dollar for 
dollar, to the amount of increase in that State's scholarship and grant 
program. , 

There are. these shifts. What we are saying, in terns of the deobli- 
gatiOffi process is— having certain institutions being able to deobligate 
certain fimds so they can bo used by other institiitions. While the Office 
Qf' Education goes ihrough that process it is a vciy slow and cunabet- 
some process, tliat rcquircvs ixiiyoiis back from the school to the re^onal 
offices, from the regional office, to* here, from here, back to the regions 

•who in turn notify people. 

^ W^ lose ,4 or 5 months of critical .time when these dollars jpould be 
out there benefitting the students and providing opportunities for 

. them. Timers just wasted, so consequently, at the end of the year. when 
you add it up, it looks like the pro^*am is not being proi>erly used, and 
this is j\ot the problem of the program, it is the problem of the ineffi- 
ciency of the administration to give us those funds on a timely basis. 
Mr. BuciiAXAxi lamawareof thatpi-o]^letn,too. -r ^ * 
Mr. HoLEC- If I could give you a {)ei-sonal experience, one of our 
regional campiVses had hem told they may i^eceive $10,000 additional 
for their 'Work/study program for" this year and they were told that 
in Janua^'y, but they do not have it yet. 

Tlioy have no official award notice and they ran out of money and 
they had to terminate students in the progi-|ifn becaiise there is no 
firm guarantee that they will have it. ^ 

' Thei^e ate two bthelv aspects to keep in"^ ihind, too. Some of the 

^changes that were made witTi this vei-;y^ commit tee. with the educa- 
tional anwndments^of 1076* dealing with the program to ease the 
burden a little ^il from studentvS having to tenninate in the middle of 

. the semester and allow them to Continue on sopiewhat beyond that aria 
goings to help. Wo are beginning to see. some of tjjie regulations being 
developed. 'o/i that. We ai*e hopeful that they wiJl be coming ouU 
shortly. ■ - > % ^ 

There ^h as l^eon some ne^rative reaation from the employers because 
of this and when OE gets through their rcgiilatdi^ process,' we will 
seOito'it that this is going to help. 
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U P^^^ at homftphad to saveridl 

l||:^lmj^^f(KX)!^^^ but 



' ^ 1^ student who to Buppprt hiin^lf for 

' ' to 4; i^^ mimmettime, it is pretty difficult to liv0 oa 



- * As ft jre8ul|k^^^ had 8tudent^c6ining into us last yeax and saying, 
^Xhttotc 70!Q^^ jrou." I, cannot afford' to take your w<«A/ 
atu^y job} efil'eaii;! aini unetoployed, because there is no way'that they 
eaa save tlu^ amouiit of money. Thid also liurts significantly lower 
inci|pn6 fiunilieB where' students may be helping to support the famjUly 
to siome ext4Mit during^ the simuner by usin^ some of their earnings. 
TbBV fipfd it* vgocydifficult to be able to meet fliese requirements, 

. If we can^ some relief from the Officie of Education'on this, it" 
iHlI help 1^ to eroand suhmier opportunities for students inj^^rt$ 
of jobs, not just 6n campus but off campus,, in the State*and around 
^theNation. 1 

Mr. Mabtix, Another point that Ve have made with the people at 
the Office of EducatifMi: Currently their relations allow a student 
*to:borrow to replace the parental Contribution 'thai may or may not 
be' available from a family. However, they do hot allow that siame 
Student the opjportunity tO;Work*an4 replace it with eamiiigs, and 
we have felt lOr some tim6^ that tlus i^ a* little .absurd, since it is 
contraiy to a self-help conccrpt^ that students not be allowed to work 
to replace that piarental contribution, b^ are entitled to go out and 
takealoen. * . 

We are hop€^ through *the regulatory process this year, with the 
changes ii^ woric/study, we may be able to finally convinpe them of 
the need for a change in this direction.; 

- Mr. BiKXECANAK.T would certainly ,agree with both of tjjiose points. 
Do you have any comment or suggestions about SSIO?' • 
Mr. Mabtin. Mr« Buchanan, one concern that we have had with the 

- SSIG promni is recognition of the fact that in Certaiii Stat^, they 
are sb f ar overmatched, that with-ijew SSIG money, you may not 

. necessarily be getting any additional State dollars. This is a {problem 
that has concerned us/ 1 know Mr. Rhett and his colleagues have dis- 
cussed it and they are sympathetic to it. * 

One of; the advantages when the SSIG prbgrain came into heing 
was^ttiat it not ordyprovidfed the new Federal dollar but a matching 
dollar from ttie State. There is no doubt, in our opinion, the SSIG 
bro^ratn has becin very beneficial in helping students. It certainly has 
Deen a pfogram that certvnly has directly affected a lot of middle- 
Income students.* ' ♦ - ♦ ^ 

In many States, the awards are feoing to higher income students than 
we are able to deal with, with oar existing programs'. certainly 
support that, but hope we do not lose the matching feature so that 
weare,irifect,gen^atihgneWido^ J. i v 

' Mr. BtrcHAKAtf. Dr. Khett proposed Br tvirp^iered arrangement for 
SSIG. For the first $76 liullipn^retain the present base ye 
that level, use a roHiiig base year in order to stimulate a second genera- 
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tkin dfinterest on the part of States who are now fully matched or 
OTermatchecL 

Mr. Martin. That type of proposal would have.a lot of merit. 

Mr. BuoHAKAK. Tlumk you very much. You had one gifted student 
in Congressman Ford., if you want to take one with learning disabili- 
ties, I cbiuld profit fbom an education. 

JMtr^Fpllp: I wn Iwking for a memo on the status of SEOG which 

lihows the d^ribution of the program benefits, baised on the current 
year, showing that* 57 percent of the benefits in SEOG now goes to 
mcome levels, below $10,000; 17 percent would go on the levels from 
$10,000 to $16,000; only 5 percent over $15,000 and 22 percent to in- 
demndent students. / . . nt^r\rs^ 

' Someone this morning suggested that if we draw a line on BEOGs 
out further then' we would b^efit b^ takinc the hump that is on our 
gmph oflf where we put more money in for we people between $10,000 
and$15,000. - 

We proposed to give more BEOG money th^ is '^^^^^^^JST • 
in fact, give monqr that is not now available to the $10,000 w $15,000, 
which IS using lip 17 percent of SiEOG's. 

Assuming that we could go to $1,800 on BEOGs^ the 57-perc«nt 
figure, we assume, is not goii^ to be effected adversely m terms of total 
money going to peopte with mcomes below $10,000. Is it reasonable to 
assume thatif we keep the emphasis on a slightly more than an average 
decline for the BEOQ's for the $10^000 to $15,000^ui)l that that 17 
percent of the total r^i^tirces going to that gfoup would shift to the 
above-$15,000» < W \ " : , '.^ 

Mr. Maotin. Mr. Chairman, I think it is safe to say that if we «- 
pand the basic grant program, i??hich is viewed as the floor to wl the 
student aid programs on which we build the others, that thbre is ob; , 
viously an effect We should be reducing the demand for the campus- 
based programs from those that may be getting part of it now^ that 
there could be a sUghfshift-iip into some higher income le^rfs. 

To say that w^i^ould find /an immediate shift on that, I uunk that 
that would probably be a little unfair to Assume that. There would 
probably be some shift ^hijn institutions that would reflect that 

One of the ]broblems you may find is the distribution of funds 
amongst institutions, some schools would receive lar»a increases in 
terms of someoi these new^basic grant dollars, perhaps oisproportioh- 
ately to tfieir other mix, We might have to wait teitil the following ap- 
^ plication cycle to r^llocate some of those dollairas^^ other campuse^ 

In theory, if we follow past practices; yes^ the\iollars would shift 
upward, up toward the rign{^ toward hijgher mcome families. It is as- 
sumed that the SEOG dollars would do that as well. . 

[Additional material submitted for inclusion in the record follows:]* 

National AsBociAti^N qdflj^i^^^FkNAMnAL Aid ADUiinsTRATOM, 

i^F^ OcNTEAL Office and Plaomutt Skbvick, 
If- y^a$hinffton,D.&.,PehruarytJ,1978. 

Mr. William D. Ford, ' 

Chairman, BuhoommUtee'oi^PoBUecondary Education, U.8. Mou$e of Repreieni' 

^ aHv€8, Houie Annex /, Washington, D,C. 

^t)ZAM Mb. Fobo : During tib^ last few weeks a number of articles and editorials 
have appeared In newspapers across the country which demonstrate the wide- 
spread popular appeal of the Increased student assistance iHtematlves to. tuition 
tax credits as you Introduced. Consequently, I would like to request that you in- 
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dude tht artklM which are enclosed in the record as an attachment to tjie testl- 

monjr I presented on Febrfifary id before the Subcommittee. 
J Thank yoa very much for your auistance in including this material in the 

reoord. If I or the National AMOclation of student Financial Aid Administrators 
- cun be of any assistance to you, please do not hesitate, to call upon me. 
Sincerely. 

' Daixas Mabtin, ExecHtive Secretary. 

Bnclosnre. 

(Dearborn Helfhta (Ulchlffto) Leader, ttb. 9. 1978] 

EorranAL Oninons — Qooo ^kws fob Middi^I5coiie SfuDcxTs — Thanks to 

ConoRxssMAN foko 

A real breakthrough for college-minded middle class students ib on the way . . . 
. thanks to the (fetermlned efforts of Contr. William D. Ford and support from 
President Carter. ( 
\^at will become the greatest new piece of legislation for the middle class stu- 
dents^ho wish to go to college since ^orld War II was announced, with admin- 
istration 8UPPQrt» from the Oval OfDce of the While House Wednesday morning. 

It will provide new^flnancing for fanilles in the $10»OpO to $2^,000 annual 
Income range as a baas for college grants and loans . . .. and should affect Just 
about 90 percent «of tlfc,ellgible persons in the 15th District. Including Dearborn 
Heights and Garden City. ^ 

By next year the bill, as researched and drawn up by Cong. Ford, should pro- 
Tide aa additional $2 biHion in educational aid funds for the middle Income 
students who heretofore have been locked out of such help. 

Carter's announced support at the Wednesday press conference indicates that 
the bill win receive rapid attention, with a Joint hearing by members of the . 
educational commjttees of the Senate end the House of Hepresentatives which 
Ford heads, set for today, Feb. 9. HEW Secretarj- Joseph A. Califano Jr. is to 
' testify on the advisability of the bill nt this hearing and throw the administra- 
tion's support behind it 
\ Tord exi^lns that the bill as proposed now is extending direct grant aid 
above the former low-Income ceiling of $10,000 to a middle income celling of 
$25»600 as well as basis for guaranteed loans up to an adjusted gross income of 
$45,000. He adds that la its second year the new program would provide addl* 
tlonal help for other campus4)a.sed programs for students seeking to get a college 
education and hitherto locked out because of the low-income $10,000 ceiling. 

**It works out that eve-ry college student up to the $26,000 ceiling would be 
guaranteed a flat $250 grant plu.<i having access, which he has previously been 
denied, to a guaranteed studentloan." he said. Ford add.^ that while Interest on 
the student l9ans would be paid by the Federal Rovemment to the loaning flnan- 
dal institutions, such repayment by the student in the case would not become 
due until after graduation. . 

"We are only making it possible for the middle income families to take advan- 
tage of the grants and work study programs orijcinally intended for low Income 
students." Ford continued. 
4 As proposed In Ford's bllt« the program would cost $1.2 billion this year, with an 
additional $«00 million # be adde<l to it in 1070. Only $700 million was included 
^ in President Carter's budget as "contingeno"* money for higher education. 
This means that the President will have to raise his $500.2 billion budget by a 
half-bllUondoUars to fund the prograni this year. ^ / ^ 

This proposed legislation has reylred wide acclamation on Capitol Hill from 
Congressmen whose mail from home has l)een runntng heavily ih support of some 
aid for middle income parents with children in college. The bill essentially ex- 
pands on the existing Basic E<lucatlonal Opportunity Grant program which was 
• aimed principally at providing grants and assistance to children of i)oor families.^ 



(From the D«tr«lt Free Prem. Feb. 10, 19781 

Tumoji Aid Is Well Aiued 



The rapid rise In college costs has brought forth a number of new fedwill 
aid proposals, one or two of which are likely to win Congress* approval The 
plan rec^mended by President Carter this week Is well Urgeted and has a 
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rattoimUe price Uf . AlUioiic&ti it ma« need some itoige, we liope it wlU prevaU 
ant DTOPoeftU that wotild ■catttr.the ai4 more biiadly. ^ ^ ^ i . _ . . 

aSSu^ IB deTeloplni thepUn waa Eep. W^SamPord. I>Mlc^. 
the'i^iMrediication and Ubbr stibcommittce on tfUber edncation. He said it 
woolTbrinf "the Moest sinsie infusion of fundin^r midme-in^ 
stndento lOnce the adopUon of the GI BiU at the encTtgprorld Wax 11. 

some ia.8 blUion already is belnf ^nt In 8choUr8l«|fMd grants for indi- 
Tldoal students. The Cacter plan Ataiis an additional fPW bUUon. 

Bnt it would slgnlHaaUy expand the number of »tudwits elitf^ble. recognlring 
tha t a imSS^oir^ an iifewne of I25.00O or mfiOO and, ln .isrtain div 
cnmstances, havB great difficulty With coyMrbills. / 

TlirbSest chan^would be to | 'Wmi of $250 a year for two miUlon ^ 
ecHlece 2nd«itswho are not now eligiWrEr federaUy financed schQlwshlpiu 
Sware ftom fainiUes with Incomes of $lft,000 to »25.000. The progri^^ 
grants previously has been limited to families with less than $16,000 in income. 

Other changes piropoioed by the president : 

mftT'"'"'" family Income for the college student loan program, wnicn 
guaAntees repayment to banks and subsidizes thd interest cost, would be ex- 
tended from $80,000 to $45,000. ■ ^ , 

AddiUonal J6b« would be created for 280,000 students who work part-time. 
The govemnicnt pays 80 percent of the salaries. , ' , ^ , a 

The $200 grant program would be opened to additiooal students of low- and 
middle-income famlUes now excluded because of family assets, number of depend- 
ents and other factors. . ^ < v i 

The amoonto <rf scholarships for students from famUies with Incomes below 
$1©,000 would be increased by changes in theformula applied. 

These are much better approaches than the one proposed by Sen. wiUiam Koui. 
R-DeL. which would give a $250 tox credit (that Is. take $200 off taxes due) for 
famiUes of coUege students. Sen. Roth's proposal makes no distinctions between 
wealthy and lower-Income students. ^ 

We think It makes sense to provide much greater aid for famiUes with u»ss 
ihan $iaOOO in income than for thgse In the next bracket up. But It is clear that 
Increasing costs threaten to exclude $16,000-$25.000 families from the coUege 
market unless they get help. too. The plan also makes dense in that, although it 
does not provide grants for the over-$26,000 group It does make more of them 
eUgible for loans. Care should be taken, of course, to assure repayment 

None of this enables anyone to get a free ride on the government because the 
amounU Involved pale In comparison with college costs for most students. 
Bci) Ford deserves credit for his work on this solution, as does Mr. Carter. • 



[Prom the Loi Angeles Tiroes, Feb. 12. 1078] 
Easino the College Bueden 

President Carter has come forward with his own $1.46 billion Plan for reUevlng 
the nnanAl strain on low- and middle- income famiUes that want to send their 
children to college. - ^. . ^ i» 

We think it is a better plan than others now pending in Congreas. because it 
would deliver federal asslstonce to those who need It most, and would n6t sub- 
sidise studenU from the highest-income families, as would the other proposals. 

The i^wsslty for expansion of federal aid to higher education is not In di^^®' 
In justfte past 10 years, collage costs have risen 77%. and now average $2*000 a 
year f#tultlon and room and iKmrd at public Institutions, and $4,800 at private 
InstituSns. The more prestigious campuses charge $7,000 or more a year. 

The affluent have no difficulty meeting such expenditures, and the poor r^ive 
most of the present scholarships, grants and loans. It is the middle-Income fam- 
ilies that receive the least, and the President's plan would benefit them signifl- 

''^MpreL^^^ from families whose income is below $16,000 a year 

are eligible for scholarships. Under Carter's MIddle-Jncome CoUege AsslsUuce Act. 
2 mimon students from famiUes In the $ia000.to.$25,000 category automaticaUy 
would receive, for the first time. $250-n-year scholarship grants. 

,We beUeve that the $25,000 celling Is too low and too arbitrary, however. It dOM 
not Uke into consideration either the.numl>er of chUdren whom a wmlly might 
want to send to college or other financial obligations that the family might hare 
We would prefer n scale that would refiect criteria other than just gupss income. 
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But, d«qpito.tbftt oliijeetloii, 0a7tor*s plan is still the Umt one in the homr* 
While addnt 2 milliiHii students to the schoUurship -lolls, it would also nj^e 
fondins or fSXSkoA digibillty tqr existing fonns of assistance to lower-income 
studeMs. Another poatttTe aspect is a student-woric program. Carter will ask 
Ckmgr^ tat an additional |106 million to fund part-time employm^t for 
S80,000 stodentSi with the gOTetnment payinip 80% of their wages. 

The other plaiis hefbre Congress call for a direct tax credit to the parents of 
college students* legardlets of their income^ A family with an incoiQe or 
IBM^OOO^ a year would receive exactly the same tax benefit as one eaz^iiir 

SeBs. Daniel Patrick Mej^iihan (b-N.7.) and Bob Packwood (B-Ore.) are 
the juthors of the leading .proposal It would >allow a fbmily to subtract $600 
from its income-tax liability for each student in college, and would also, allow a 
similar deduction for children in private or parochial elementary and second- 
ary schools. 

\ Whether the Treasury .can or should subsidize private and parochial educa* 
tion below thlB college level is certain to be the subject of intenise debate in 
Congress, hut there is stronger ftupport imboth bouses for the general concept 
of a^tax crMlt than there is for Carter's scholarship, grant and loan plan« 

ne MoyAlhan-Packwdod measure would be much more expensive. By ex* 
lending tftx-eredit boaeflti to even the wealthiest families--and by includihg 
the lower levels of privati and parochial education— it .would cost $4,4 billion 
a year, three tiiiies as much as the Presidents plan. 

Garter has said that be will not accept new f orAis qf aid to higher education 
^t reject family income as a criterion for eligibility. We hope that be will 
^ stand by that position. But we also hope that be will raise his oym eligiUlky 
eetUng to a more appropriate leveL 

' The President's assumption that a family with an income of 125,000 is aflluent, 
a|id able to finance, the college education of one more children Without asslst- 
i^pee; is simply unrealistic; 
> A higher, case-by-case limit is necessary. With that change, we believe that 
Carter's pr(^H>sal actually would d^eliver more bei^ts, and more equitably, to 
more deserving fafilU^s than would the tix-credit ap|»roacb. 



Congress appears determined to relieve the flnandaLburden on middlelncOTie 
families with children in college. Senator William Both*fc proposal to sward 
iivery college student's parents a $250 tax credit has wide support in both 
bo os es w hich explains President Carter's haste In fashioning his own plan 
te studtfit aid programs for the middle class. We hope Congress pauses long 
tttootfi to think through this expenditure of tax dollars to pay the tuition bills 
of smne middle-income fiunilies. If, however, election-year considerations pake 
expanded student aid inevitable, at least the Administration plan makei' better 
eense than the tax credit appro«clp*"\ 

last year, excluding 0.1. BtU benefits, college' students received '|7 blllfon 
In direct Federal aid and indirect tax breaks. Underlying this consideraUe 
expenditure was the idea that'the Government has an obligation to make college 
i fece es iM e to all, rsgaidless of income. Students in families with incomes below 
nOfOOO thus garnered over half the benefits, and those with incomes un^ 
|1S,000 got most of the rest. Now advocates of additional aid argue that ex- 
pioding college costs Justify aid for a broad cross section of Amertean f&mllles 
earning far more^ 

Do they, have a case? The evidence is not Impressive. According to thfe Cton- 
greaslonal Budget Oflice, average fan\lly Incomes rose 89 percent from 1067 to r 
107(1— but college costs Increased by only 75 percent. Families already com- 
fortably off did even better than the average: Those In the top fifth ($24,000 
plus in 1976) chalked unr a 95 percent gain over the lO-year period. No one 
doubts thkt a family earning, say, |25,000 a year must make real sacrifices to 
put two or three kids through schooL It Is hard, though, to find compelling 
statlstleal support for the argument that middle-income families have more 
trouble paying college bills today than a decade ago. 



(From the New York Time*. Feb. Id, lOTS] 
A Bkitdk TumoN AId Plan 
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It might be nlc^ of coane, to eaie their burden nonetheless. But money spent 
on student aid means less for other wortb^^ Government p^rograms— or higher 
• taxes. DifBcolt as the stndente' plight may be, it hardly merlte the highest priority 
for scarce Federal dollars. Nor is it clear that mlddle*lncome taxpayers without 
^ children in college should be asked to make additional sacrifices to send their 
neighbor's olflBprin|[ to'school. ^ 

Right or wrong, the cause of some three million insistent middle-income par-' 
ents is not likely to.be neglected in an election year. So it is important for 
Congress to understand that the Carter method of targeting funds to middle* 
^ Income famUies is much more efficient than the tuition tax credit. The tuition tax 
. credit woulo'benefit all college students' families whatever their income. More 
than laOQ million thus would f^o to families with incomes above |80,0p0, mooe 
tUnn |12 million to families making |100,000'a;id up. By contrast^e Presidenf« 
plan would eifeend the existing Basic Educational Opportunity £rant system to 
pay 4200 per student to famiUes earning $15,000 to $25,000. The Administration 
V acknowledges <the need of some families earning $25,000 or so, but limits their 
benefits to modest subsidies for private bank loans. 

Higher education is a virtuous activity. It 1^ also an expensive act^ylty, and 
someone^tudent, parent, taxpayers-must foot th^ bill. Since most o]r tlA bene- 
fits—status, intome, personal satlsl&ction-^ccrue to the students 'themselves? 
• * it seeina that they shoidd bear most of the burden. We see no reascm why. the 
Government should be in the business of writing student aid checks beyond the 
amount required to make college accessible to those with reiA flnflu^lal need. If • 
Congress ^oes choose to classify middle-lncome students as needy, then it should 
at least aim its largesse accurately. > 



IFrom the Ipj^^apolla star, Feb. 18,19781 ' ; 
Cabtxb Plan Would IHelp Iwdiaka.St^udbwtb 

President Jimmy Carter's proposed increases in financial aid to college students 
would increase dramatically, the number qi Indiana studehts eli^ ble for federal 
\ educational grants and loans. | ' 

That is the consensus of the financial aids and student loan office administrators 
at Indiana, Purdue and Ball State universities and the Universl^ of Notre Dame. 
; The Indiana scholarship and financial aids offidals also said they generally ' 
prefer the package of increased* federal spending on education advocated/by 
President Qarter rather then the various Income-tax credits contained i»*Mllfl 
pending in the Uni£^ States Senate. I / 

President CaKteJ- last week introduced a plan for a record $1.2 billion in new 
aid to college sflflflnts, including $260 grants to at least two million students from 
middle-income families with gross incomes In the $1^000 to $25,000«&ge. 

The Cairter plan also would provl|9e subsidUed^loans to stud^ts mtti fkmlly 
Incomes as high act -$45,000 before taxes, and expand federally subsidized work- 
study Job programs. 

Mr. Cafter said more than 5 million students in the country could get federal 
aid when the increases take effect in the fall of ;i070, which would be an increase 
of 2 million students receiving aid. 

The financial ai^ ofilcers at the Indiana universities were reluctant to maice 
■pedflc predictiona about how many more students in this state would be eligible 
<*4br aid. But the total of their estimates is at least 35,000 students from middle- 
income families. 

Mr. Carter wants to add $1 billion to the $2.16 billion Basic Educational Op- 
portunity Grant Program which now helps 2.2-millibn students primarily from 
low-income familes. Students in families with incomes of less then $25,000 would 
apply individually to the government for the grants. 

The administration has claimed that the goal of the aid package is to get the 
money to middle- and lower-income families where it can do the most good in 
providing educational opportunity. 

This fall, a college student from a poor family, with income of $5^000 a year 
and fairly average assets, would get the maximum grant of $1,^. But in the fiill 
of 1079 when Mr. Carter's plan would be in effect, the maximum grant would raise 
to $l,80a. L 

A stude^nt from ^a low-middle income family" earning $12,000 would get $716 
this fall, but a 50 per cent increase in the fall of 1070 with a grant of $1,080. 
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■ A8^eatfiomat8inllyoftoiffwlthlncomeof$W.(Wwou^ v 
thta ySSbecanae the celUng4«.abont $16,000. But tteptaB would gl/e «U1 studM^ 

' .SSrSnilUes Witt Income between $16,000 and $26,000 granU of at least $260 
begiBninc in the 1979 school year. » ^ „ . \« . „tn..i.io 

^ttato^^that &mily groes^tocome tange that the Hoosler financial aid officials 
said they exnect to see the huge Intirease In tbe number of eligible students. But 
■"°.™®?L*_r^_..i^_r. . . , ... federal zov.- - 




^great^tpercentage 6f funds ^nt to the Alddle- and lower-lncome famlUes. a ^ 
. Study by the Congrwslonal Budget Office concludes. 

>. - . \EFromtJie,Hartfor«Courant,Feb. 18, 19781 ^ •* 

I ' HlXP FOB THE NOT-SO-SO^ 

■Thrte Ditawealsk to increase college Sfblstance to mlddle^claas fammee are 
■ campK In^Sn^ "prespnttag a volatile" mbctu^e of poUttcs. education tad 
wdS^Of Sethree, one lagenerally preferable, one Is clearly deflclen|,and 

• '^fflS^d'SJ^^'^SS'il^aie MPni'^ne'^'S i 
V. Roth, a Delaware RepobUcan who* has pushed throwh the aJffiM | 
tul^n tax credit, which would rise to $600 in Jtoag^ea^s. ^"^erful House Dem I 
crate have repeAtedly killed consideration of- the^ Roth plail, until the^Democrato 
ooniii come an with a proposal of their own. ^ r 

^SSeXtii bni thropgh Uie Seniite. on three different oaa- 

aa^ S^pxivifle eiBclent and Immediate aid in paying <fnege^co8to Bn^ 

be sidestepped by ntilizlng the^slmple mechanics of the^inco^e . 
tu ^iaTBUides the tact that Mr. Roth happens to be^ member the wrong 
' Siticat party, objections to his plaii center on its cost and its scattershot ap- 

f^i^^ an income eUgibility cyUing to d^il with both 

^fJ'^dSS^t plan offered by Senator Tianiel P. Moynihan^^ew ,fork £^o- ^ 

• oat, afldTRobSt Pacln^*od. an Oregon Republican, c<>?«titution^^ ■ 
4ble^ The Packwood-Moynihan-biU wonld expand the tax credit ftrate^ to^ 
^IMude private elementary and high scW tuition. Thi« ti^P^,^^^^ 

sneak federal funds to rfirochial Schools; Along-time goal of Mr. MoyniMn^hw 
failed couA tests at the federaUand stateV^nd it ^So'^^d not be approved 
.*by Congress, The copt of >ach a plan wqm 
IftBO-Si extraor#a4n|?vjWce for the general pubUc to pay for a program fle 
sifo^dtaspeciflcaS^HhdlrecUy, aid t^igious school?. . ' , _ 

President Carter's plan, which, tme to the long Southern Baptist tradition of 
chTirch-Btate separation. Includes -na gifts to elementaJy and high schools, is 
vikble aMnprStoise that IncSeases aid to the middle class, but with more J^ftric- 
tlons than thtHoth plau. Income tevels for ciartain federal pr^rrams would be 
raised, low*%#Md be more avaflable to middle-lncome^amilles.. and certain n, 
lo^TKcomSPJiirt^d^ families would be freed from restrictions that 

have ppeventedfffimfroto receiving collet . - „ ^ , 

This special new $1.2 bimon package has the adjutage of operating under 
the current structure designed -for distributing college aid. arid still llmlto per- 
• sons with no real need from receiving money. While we would prefer to see 
the Roth plan Knodlfled and approved, the President's alternative la a step to- 
ward providing much-n^ed college ttiitioit asdistancei • n,;_ 

As early as 1647, colonial Massachusetts ordpred every town of 100 families 
or more to establish schools to prepare children for college studies. ^ ^ 

TMs yearning for higher education has long held a dominant place in American 
life. University study has evolved from, primarily a theological tradition to a ^ 
professlonrif and cultural pursuit. : ' . 

As with many other federal aid programs, a new tuition benefit might well 
encourage colleges to raise their costs to soak up tbe new dollars. Declining 
enrollments arid competition from low-cost community, coll^ riiay^rb toe 
tendency somewhat. We believe the effort Is more than worth |be risk. The 
nation's be«t minds shouJd be encouraged to attend schools that best meet their 
/needs, not Just their wallets. 
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V [From the Baltimore Sun, Feb< 26, 1078} . ' - 

CHUBCH #AlfE?^TATE AND SCHOOL 

The high cost of college could cbst^mCre than money. If It used as a lever to 
provide \fA credltfi'to bffset ttdtlon payments for students from college to kinder- 
garten, the cost to the principle of separation of church and stat« could be Inaal- 
culable. The bill sponsored by Senators Bob Packwood and Daniel Patrick 
Moynlhan that has'emerged from the Senate Finance Committee would subsidize^ 
jl&renis who sepd their children to church-related elementary and secondary 
schools. And as such, it would batter the First Amendment provmloh stating "that^ 
Congress shall make no law respecting the establishment of religion." - 

In recent years, the Supreme Court has guard^y permitted the use of public 
funds to provide school lunches, medical serviceSr Bus transportation and, in some^ 
instances, even books and instructional equipment for private school pupils. This , 
Is on the theory that pupils attending private schools, 95 per cent, of whlclx are 
sectarian, are entitled to benefits that do not have the primary effect of advancing 
religion. Jlie court has been even more .flexible In permitting state aid to serve 
seciUar educational purposes in church-connectea colleges^ But at no time has If 
endorsed a quantum Jump to tuition tax credits for prifate primary and Secondary 
schools ; Indeed^ in the court's4973 Nyquist decision rejecting a New York statute 
"it said such aid would have the effect of giving financial support to sectarian • 
'lnstitutio;is. . - . ' 

W<gfeel a'ttention should be focused on the church-state Issues lest It; be 
obscned by the popular Qlamor for relief from burgeoning college exi)enses. In 
eachi"*of the last three years, the Senate has approved Senaitor William Roth's 
tultlon^ax credit proposal for college students only. Despite objections based on 
»co9t and tax policy, th^ Idea has continued to pick up'steam. That Is why ad^cates 
of nld to ifrivate elementarj' and secondary s^iools are trying to ride pj^^back 
on tjfe college tuition credits. It Is also why the administration has responded 
. bv/urging expai^lbn of student loan and grant, programs. ^ , 
/The administration approach might be less expensive, wdtild retaln*<neetf^ 
as a factor In di^termlning aid to college studontsS, Its grants iind loans, when 
required, could be oif a greater magnitude than across-the-board tuition tax 
credits of up to $500 a year. Though exi>nndinpr l>ureaiTc'racy, it would not threaten 
public schools or the Constitution. 

. HEW Secrefary Jogefch Callfano has^lghfiy warned that, the Packwood- 
Moynlhan provisions for tUHlon grants at the elementary and secondary leVel 
would be "a devastating blow to public school education in this couhtry." Con- 
sider these figures: federal aid to the public schools now. amounts to hetw^n 
$125 anpl $145 per student (the numbers vary) ; the Packwood-Moynlhan bill, in 
contrast, would provide what amounts to a $500 federal subsidy to each <ihlld 
sent to a private Institution, secular or religious. Thus, Washington would oe 
promoting a dual schdorsystem by glvin|r four times as much aid to the private 
school child as to the public school ^hlld. It also would be encourtiging the 
formation of more private schools dedicated to various kinds of exclusivity — 
religious; racial, economic, neighborhood, etc. 

There have been suggestions, most of them facetious, that If Packwood- 
Moynlhan were really enacted, Isome public school systems would ^ better oflf 
to declare themselves prlvate^d charge. tuition rates equal to thJffax credits,, v 
And why not? They would ^still ijomaln competitive with private Institutions that ' 
predictably *will raise tuition r^tes by amownts commensurate with tax credit 
levels. . ^ 

Mr. ^ORD. Thank you ven^ mucb. , I 
t,^ Without objection, the'iirepared statement presented to the com- 
mittee will he inportt^d in the record and von niay proceed. 

• J.- • " ' ■ » ■ . 

STATEMENT OF JOEL ^ACKER, NATIONAL STUDENT LOBBY 

Mr,. Pac^ker. My name is Joel Packer. I am legislative director of the 
National Student I^bb^. Tins statement is presented on behalf of the 
National Student Lqbby and the United States National Student 
Association. i • ' •. 
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NSL 18 a 7-year-old coalition of student governments from through- 
out tl» opuntry which focuses mostly on the area of studeint financial 
.idcL , While NttA is in its Slsfe year of continuous-operation, and also a 
• coalitiiui of ^ildent governments. Both organizations*represent both 

k p^^c and private student governments as welt as State and syst^* 

. wide fltudcoit assodationa 

I am delighted to be here today to be able to express our sup|>ort for 
HJ^ 10864, the Middle Income Studfent Assistance Act of 19Y8 
[MISAA]. After years of ^fighting with the administratibn and the 
Congress not only ovwr increiases in the Office of Education programs 
of studrat aid, but to prevent programs like SBOG froni being totally 
eliminated, it is a welcome change to appear here to discuss now we 
might h^t provide substantial increases, ufthese programs. 

^ I mu^^pplaild you, Chairman'Ford and the other sponsors of your 
trill, as w^l^as the President, for his support, and Senators Pell, Wil- 
liams, J avits^ an4 Stafford f ortheir sponsorship of the College Oppor- 
tunity Act ot igtS, whi^vTV^uld provide subi^ntial inbreases m ttie 
bamp grant progranu 

'> Ih reccibt years, the themes of our annual conferences have focused 
on the la<dc of re^uroes available to collidge students,, and the general 
lowpriprity that t^e Federal Government places on ^ucation. "$1,800 
or Blght,"^*We Want^dofe TJian Crumbs," and'"More Than Peanuts" 

' .wei^tiia^^gans of oulr recent conjjSwrences. It seems at last tibat we may 
act^l94)e receiving more than peanuts. ^ 

Tpe ba&^e question toda^ seems not*t6 be whether, or not more Fed- 
eral aid for college students from low- 4ind middle-income .sttldents''i8 
•ne^ed, .but rather what form such) aid should takeji a tar credit for . 
tuition^or an e3q>ansipn of student aid progjrainig. NSL and^fSA have 
alwa^ opposed tax credits aet aii inefficient, ineffective, and inequitable 
form of assistance. . 

\ Before I outline our specific reactions to.MISAA, let me just men- 

* \tion foi* the record a fpw facts relating to the effect of coU^ costs^n ' 
^rollments, in order to fully illustrate the need for increased aasrat- 
ance, such as that in MISAA. / ^ / 

Costs ^nd income levels are a factor in college.enrollments. Looking 
at college participation rates, that is the njimtoof high school gradu- 
ates going directlf oh to any college, the American As^iatioh of State 
Colleges and Universities has pointed out that this rate is correlated 

; with the leveLpf^uition. Thus, in California, with tuition very low in 
public institunons, about 75 percent of all high school gniduates wQnt 
on to coUe^y while in such States asjj^aine and Yermmt, with 'veiy 

^high^^tuition, the itparticipatiion rate is only/ubdot 35 percent. Andi if 
dire^ proof is needed of the e<5ects of college *costs increases on enroll- 
ment, one need only look at the trac^c case of the Gity Universiity of 
New Yonc wherQi§^r the impqutibn of tuition, an effective cortjn^ 
crease,<J¥ abribst^CiO in 1 year, 50,000 fewer students attended the uni- 

, tersity, a decrease of 20 percent. ' ^ • 

A survey performed for the First National City Bank in 197»6und 
that 12.5 perceiit of all Americans indicated that someone wtheir 
family had|been prevented from goinc: to college in the last 5 or 6 
years'beoaVe of cost. The same study showed that 60 percent of fami- 
lies es^rienced hardshin in meeting- college costs, with half of those 
repornng "extreme" ^hardship. , 
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Information from the Bureau of Labor Sfcatistica shows that in 
autumn 1974^ a family of four with an income of $14,333— the BLS 
interynediate level— after meeting all taxes arifl necessary living-ex- 
penses such as fpod, housings clothing, and medicarcare, would nave 
only $662 left over for all "miscellaneous consumption" which in- 
cludes' education. Obviously not enough to aflFord a college education. 

i NSA and NSL wish to point otif thatVhile the need exists for pro- 
viding aid to middle-income families^ the needs of the lower-income 
student must not be forgotten. Large increases in their awards are 
desperatelj[* needed to kpfep pace with inflation and increased, college 
costs. l?ov instance, under the supplemental educational 'opportunity 
•grant program, data froi* the Office of Education showsjjiat the aver- 

/ age award per recipient has'decliried from $328 in 1970 to $524 in 19Z7. 
In this period it fluctuated from $5051;o $570. 

K Regarding basic grants, though the Presideot has caljed for full 
funding of the program at the m^imum award level of $1,800, this is 
only an increase of 29 percent over the $1,400 maximum in 1973-;74, 

, while the CPI iitpreased over 50 pefcent.tA.ccording f o a hi^ ranking 
Office of Education official, an award of $2,200 would be necessary to^ 
keep pace with inflation. ' ' ^ ^ 

^ And thoiigR*the student aid programs huve helped enormously in 
expanding access for lower-income studen/s, the fact remains as the 
attached chart from ACE slwws, thaythose from incomes over $25,000 
are enrolled at almost twice the ratef of those from families .with in- 
comes under $5,000. At private universities th^rci^s al most »a f<Siirfold 
difference. • * ' i 

One last, piece of data is, relevant. The atta6hed chart from., the 
Higher -Education Research Institute, showiB that for fall 1975, net ^ 
price of college, wh;ch is total expenses min^is the sum of grant aid ■ 
and .fjwnily resources hafX4>een roughly equalized f or all Jevels of col- 
lege costs, for air families up to $20,000 income. But, unless aid is 
increased for the^lower incomes and extended into the middle incomes,^ 
this pet price barcier wijl .become increasingly insurmountable as 
college costs contiijue to skyrocket. ; 

While we are in ba^ic agreement w.ith MIS AA, we do have several 
reservations regarding specific details. As you know, the package called 
for by the President would increase appro^^riations for student. aid by 
$1.46^illion in fiscal year 107{). The bulk'of this increase, $1 billion 
will go to expand basic grant eligibility by raising the maximum award 
to $1,800, increasing the family size offsets, and guaranteeing a $250 
grant *t(5 everyone with incomes from $16,000 to $25,000. In addition, 
current inequities in the treatment of independent students, particu- 
larly tltose with their own dependents would be ren\oyed. 

The rest of the funds would 'go to increase the work-study program 
to $500 million, which is the maximum' allowed under current author- 
ization in fiscal year 1970, and to raise the ceiling for eligibility for 
the interest subsidy iifi the guaranteed student loan program from 
$25.000J^)^0,000 ad]^iste(I iriif^O^^^^ i 
The spetrific changes we advocate ar^ 

(A) An increase in the funding for SEOG. An additional .$130 
* millim, which would bring the total appropriation to* $400 million 
is neclsary here. This would provide about 260,000 new awards as- 



munmg that avekge awards stay the same. The need for increased 
SE(5(f can be seen Jay I66ku)g at theOflSce of Education regional 
. review pjmds approved reQuest> 

• year 1977,thiSiamPimted to $600 million. SEOG awards^re 

* pardoularly helpful to pjivate colleges where- due to their higher 
e^cpOTses, even an $1,800 grant *from BEOG falls far short of eten 
mee^g tuition charges, li ' \ ]^ 

' i ndte that the Ford bill does mandrft^ii increik^ to $4;50 milhon 
in JSEGG in fiscal year 1980. 1 see no reason why this cannot be done^ 
ij/fiscal. year 1979, which due to the forward funded nature of the' 
' ! ■ pTOg»m,wi^ • 
' SEOG's provide flexibility, because even under the greatly^xpanded 
' basic grant program, due to its uniform formula procedure, some in- 
* dividuals w5n)e unfairly denied add. SEOG^ granted by the campus 
financial aidr^cer, can help fflieviate such a problem iroip occuring. 
/ (B J InciAsetiiefunding for State student incentive grants (SSIG). 
Aft-additibnSSi^SO milli«n above the fiscal year 1978 level of $63 mi|- 
. V lion -should be approved. This will result m approximatePjr an addi- 
tional 200,000 awards being granted in this program, which is a State- 
administered program, yith the Federal share providing 50 percent 
of the funds, arid the States thepther half ' 

•This has been an extremely succe^f ul and elective program,^d 
iCurrelxtly Caches ihbre middle-income students ,thah either SEOG or 
. fcasic granfe. ilt is also one of the simpler Federal programs to 
iildllljkdminister. 

j : . (C) Do not change the ehaBacter of basic grants by^lmranteemg 
a flat $250 grant to all those'lietween $16,000 and $250,000, income. 
This iyj^ of ^bnge detracts from the need-biased nature of the pro- 
gram. In addition, it creates bther serious problems, if- the program 
iSJiot fully funded. - , .1 . . ^ 

Normafly all awards; are reduced by a pcrcentagejjwith the largest 
awards, for the lowest Incbriie group, receiving the sifflfllest percentage ., 
reduction. Under the Fc^rd bill, these $250 grants would not be reduced 
at less than full fundingf because of the language guaranteeing ttjft^ 
.V- .$250. • . ---yL ■ . . . ' ' ^ 

This creates ttj-sjtiwii^ron whereby a lower income pe 
'thaii $16,000 Y«)Uld''W^nalized at less than full funding, while -the 
upper-income persons lI^the program would not. This is certainly^ 
Contrar7 to tbe progres^jh^e naturie of the program. This could be 
changed if the $16,000 to $25,000 income group were brought into the 
> program either by fiirtlier increasing the family size offsets, or by. 
decreasingfthe "toxatidn rates on discretionary net income, as Senator 
Pell has proposed, or some combination of the two. \ 
- ^ This would not only prevei||the problem in regard to. reductions, 
it would also maintain the concept that awards should be proportioi\al 
, to need. At miniirium, language should be added to insure that thejg^ 
$^50 awards are also subject to reduction at less than full funding^^ . 

j4?iother concern;^ we iiave.is the problem of achieving further ih- 
creases in the maximum award above tlae^l,800 level. As noted earlier, 
an award of $2,200 is needed to maintain the value of awards in pro- ^ 
portion to cost. We strongly support increasing "fha'statutory limit on 
awards to $2,200, and providing sufficient funds for this change. 
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tn addition, the maximum a^ward level should be tied to an infla- ^ 
tion'or cos^of -college iAdtex, President Carter, during the campaign, 
in an interview with NSL stated that he "was in favor of *an infla- . 
tion index." This should be done as part of the reauthorization in 1979. , 
It ia my tmderstanding that part of th^dministration's reason for 
choosing to go with the $250 guarantee, 'is to. keep the cost of r6,isihg 
themaximum \vdthin a reasonable range. ; ^ 
Under the Ford/Cwi^ maximum ' 

. ^award would cost $10fl^[^lion, while if the rates were lowered on tax- 
ation of discretionary iiicoilie to bring in all persons up to $25,000 in- 
come,''the amoiiht required for 1 $100 increase would be closer to $400 
to $500 million. It is vital that the expansion of TBEOG does not make 
futiire increases" in the maximum award prohibitive, or lower income 
persons will be unfairly penalised. 
Another issue regarding basic grants is the cnrrent^half-cost limita- 
*tion. NSA/NSL believe this arbij^rary Rationing device should b^ re - 
pealed. Whilfe this might not be dealt with now, it should certainly be 
considered during this* reauthorization. . . \ 

One last point I w^lnt to make concerns, the institiitional allowances 
for basic grants. Authorized at the level of $10 per BEOG^ecipient, 
these allowances are supposed to be used by institutions to offset ad- 
ministrative costs and to provide consumer in€ormafeil)n .to students. 
The administration i» recommending $9.5 million for these allowances, 
which is approximately per recipient. If the allojj^ances are even- 
tually fully funded and there are 5.3 million BEOG recipients, then * 
$5S million would be f unneled into this prbgrarti, which in our opinion 
^ is ill defined. Attached to my statement is a short paper from the Na- 
tional Student Educational Fund outlining why these allowances 
should not be funded until details ori whic^i specific programs would 
be pai4-for froin this njiw program are ag^eMupon. I urge this coin- ' 
^"Tniffee togivesenousconsiderationvt • • 

In closing, Mr. Chairman, while we have certain disagreements over 
some of the details of your proposal, we aris in basic Agreement with 
it.' I urge this coniifiittee 1:o qUickly report this b'ill,<with the amend- 
ment» we have outlined. I hope the information we have preseAted 
here is helpful to you. . ' .'. . 

[The prepared statement ahd attached matqrialsj of Jpel Packer ; 
follow:] \ s 
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STATBMSirror JOBL PACXCB; lA}X8XJkTlVe DiBECTOB, NATIONAL STT7DENT L09BT 



Chaitm Foird and wuhmtw oi|||| Pbstsccondary Education SubcoMlttee, my 
noM Iji Jo»l Tack«r anS' I ut Lagls 1st Ive Director of the Kstlona^ Student Lob* 
by (MS^, This ststsasnt Is pressntsd on behall of NSL, and the United ^ 
■ Suees Natlpnal Student Asapclatibn (NSA). NSL la a aeven-year old coall- 
eioa of atwfc|Pt (^nverninta froa throughout »tha country^whlch has cojicentra- 
*.tfd Ita efforts on lobbying on those Issues which affect atudents in their • 
capacity is students, prlvaally on financial aid. NSA, also a coalition of 
atudent govemaenta, la i)ov In Ita 31at year of continuous operation. Both 
orgai4k4tlons have aa feeabera both publl^ and private Instlt^ututlons of high- 



er^ educatl(|p, as uell as atate. and ayaten-vlde atudent aasoclatlons. Collec- 
tively, our coablned aeiiberahlp la approximately two nllllon college atu* 
denta* 

I aa delighted Jfo be able to expreaa NSA'a and NSL'a aupport for 
H.R. 10854, the Middle Income Student Aaalatance Act of 1978 (HISAA). After 
- «yeara of fighting «dth the Adalnlatratlon and the'jCongreaa not only over 

incr^asea In. the Offliee of Educatlotr (OE) programa of atudent aid, but to ^ 
, prevent programs like SEOG froa belqg totally eliminated. It la a velcoi 

change to appear here'to dlacuss how we night best provide substantial In- 
' crosses In these p^graaa. 

I auat applaud you Chalraan Ford and the other sponsors of your 
as veil ^a.the Prealdent for. His. support, and Senators Pell, Williams, Javlta, 
and Stafford for their ^)>on8^C8hlp' of the Collegd Opportunity Act of 1978, 

■ . ' ' . ." ' ' ' N • ■ ' 

vhlch vould provide substantial Increases In the Baalc Grant program. 

*■ . . ■ 

In recent yeara^ the themfea of ' our ai^riual* conferences have fo.cuaed on 
^ ■■ ..w. • " ■ ••■ ■ - , / ~. 

the lack of cciourcka' available to collega "atudents, and the general low. 



priority tha.6 thii federal government places on education. "$18pd or Flght'^ 



. V«at Mon -Iflum Cn«^^ «i4*,*1ior« Huo Peanut*" mrm the tlogant 
of o«r ncmt'sn.i^ftwM^'lt Mcw At.lMt that m say actually be receive 

: h^-*- ^ • ■ I '■• 

: '^iat imra than peaotttaJ^The baal^ quaetion today aeeaa not to be whether ^ 
- IbT not aora federal aid for college atudente £cdb low- and ■lddle<-lncoM 

> iitMdaiKe la naeded, but/rather What form auch aid eKould take; a tak credit 

, v ■ . ' .■•'■'*'. 

: ' for ttiitlOQ or. an axpanalbn of atudent aid progress. NSL and NSA have al%raya " 

,. oppoaed tax credlj^ aa an inefficient, ineffective, and Inequitable fom of 

'aaaletanca. - . . ^ ' * ^ - ^-^ 

Before 1 outline our apedflc reactlona to KISAA, let ae juat aen- 

for- the record a few facta relating to the effect of college coeta on 

^ encollaentB, In order to f*tilly lUuatfatft the need for Incre^ed aaslatence, ^ 

taucb aa that In KISAA. t * ' 

Coate end Intone levele are a factor in college enrollnients. Looking 

at college partlclpetlon ratee, that U the numbed of high echool grqduatee 

going dlrectly'on to any college, the Jawrican Aaeoclatlon of State Collegee 

and Unlvereltlee haa j^olnted out that chla rate la correlated with the level 

of tuition. Thua, In California,' yit^ tuition very low In public Inetltu- 

\ lone, about 75X of all high school graduatea vent on to college, vhHe^ln 

euch atatee aa*Halne and Verwnt,. with very high tuition, the participation 

rate ie only about 33X. And If direct proof Is needed of the effects of 

' college ^^ste incretfaes on^ enrollment, one need only look at the tragic caee 
^ of the City Onlvereity of New Yc^rb, where *after the Inpoeltlon of tuition, ' 

an effective coat Increaae of alnoat $600 in one yeer, 50,000 fewer atiidente 



attended tbe Unlvereltsf|ra decrcaae of 
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^ A iurvty pcrforaed for th« Flrit.Na^oail City Bank In 197^ found that 

. . ' ■" • il' " ••■ " ". 

12. 5Z of all AiaerUanB Indicated that toneon^in theli^ fami ly had been: ptd- 

' " ■ . # , • ; • . 1 • •' 

vented JroM going tVVoVltfgc In^the lasi ^ivelor.slx years bccnuse of jL*jOst%, ' 
. The tane study ahbwed that 602 of faml I i/&.Mperien<:»!cl hardship in Wuciqg 
;col lege. col tift: with half of fho^<» repurtt^ o'.^xtreae'* hurdfhlo. 

Infonnatioa from, the Bureau 4Df LaboV. Statintics shows that in aut- 
• umn 1974; 4^faaily of four wl^ an inconje S14;?333 (,t4je BLS^ int^medli(te 

level), after meeting all taxes and neciL^sdai^ living; co^ta^such a««fnod| .. ^ 
. housing frothing i and medical care,^wou>d have only $662 li^ft over ^ for' all » 

^'*mii(ccllaneous con8unp!ion'* which includes education; Obviously not enoujih 

■ . ^ . ■ . ■■ V' . 

to aififbrd '^ i^o] lege, education,. . * ' 

' .. NSA and NSL wish to pen fit- out tlrat ^Ale the need \^xis'ts for providing 

ali to.middli^lncbme fuilies, the ne«d<i of the lower-income student. mudt 

not >>€ forgotten » Large increase In their awards are despoVaCely heeded to 

keep! pace wi^h inflstion and Ine ceased -college costs' . For insto^cct under 

thb Supplemental educational .()ppoittunity Grant (SEOG) p^r^gran. data from 

. . OE ^hovs that the' average awaird per recipient has declined from $52R' In * 

' 1970 to $524 in 1977, In this period it fluctuatcQj from $505 to $570, . Re- 
garding Basic GcantSt though the President has called for full fundinjf of Y 
the program at ^he naxiinun award level of $1800, this Is only an increase 
of 292 over the^$ 1400. maximum in .1973-74« while the> CFT increased over 
50Z. Acc^rdlnj!^ to o^Vh^ ranklnK OE official, an award uf $2200 would be 

' neceiis^^ to keep pace wl ^h Inflation , - % 
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And chough thf tcudant «ld progroM hav« htlp d •nonwusly In txptnd* 
ing for Xov«t*incoM •CMd«nta; thm fact remains, ths sttschsd c^rt 

rnm MS showt, that thosC^'froHscoMs owr $25,000 stm snrolUd at sCoft 
CWics Che 'r«t« ofothoM fro« r«flHt8 with. Incoatt undtr $5,000, At prl* 
v«t« univtr«ltlM thar« U slaott 4 four-fold dlffsr«nc«. 

Om late pf«c« o^f data la ralavant . tha attachad chart fro« tha 
Hlghar Education Raaaarch Inatltuta, ahowa that for fall 1975, nat prlca ^of 
cblUga, which la total axpanaaa mlnua tha au« of grant aid and family. r«- 
aourcaa haa baan roughly aqualiiad for all lavala of coUaga coata, for 
all famlllaa up' to $20,00.0 Incon^. gut, unlaaa aid la Incrraaad for tha 
lowar-lnconaa and axj^andod Into tha mlddla-lncomea, thla net prlct^barrlar 
vlU bacoM Incraaslngly Inautmountabla aa collage coata continue to aky* 
rocket. 

While we en In bealc egreeaent with HISAA, ve d6 hav* eeverel ree- 
•rvetlooa regerdlng specific detelle. Aa you knov, che packege celled for by 
the Preeident would Increeee epproprletlone for etudent eld by $1.46 billion 
In FY 79. The bulk of thle Increeee, $1 billion «lll go to expand gaelc 
Grent eligibility by relelng the maxlnum award to $1800, Increaelng the fam- 
ily eiae offeete, and guarnntcelng e $250 grent to everyone with Incomee from 
$16,000 to $25|OO0. In eddltlon, current^lnequltlee *ln the treetmant of In- 
dependent etudente, pertlculerly thoee With their own dep4ndente would be re- 
moved. The reet of the funde would go to Increeee the Work-Study program to 
$600 million, which le the maximum allowed under current auxhorltetlon *ln FY 
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7f • m4 M uim ^'miXU$ tot •li«Ulllcr for tiM Uctntc tubtidy in 
Ika Ottar«iM4 tmiMit tmm pvotraa (itM $2S,000 to |40,ooo tdjusttd lacbM. 

. iitmnii m wwp^Q MOO 

M aMltloMl 1130 ■llllM. vhlcli would bring th« total opprop- 
tUUo« |# MOO alU^ lo MCMMry horo. ThU vouU provldo tbout 2(0,000 
Mw^Mfordo ■■oii fM KiMt ovofoio MNirdo* otoy tlio omm. Tho nood for laeroMod 
nOO OM U MOO hy lookiog ot tho 01 rofiooal rovlov poMlt Approvod ro^uoot 
lovol. U ft 77, tbto oMuottd to $i500 ■illlon. ilOO ovorda oro portlculorlr 
MpfiU to prlvoto collofoo. viMro duo to tiMir hlglior oxHMOf, ovio on $1800 
Utmt trtm 1100 folio for olwrt ol ovon MOtlag tuition chorgoo. I ooto thot 
tlM Ford bill dooo Mondoto on Incroooo to $450 0111100 la StOG lo IT 10. X 
too no roooon ^7 thlo coanot bo dono lo IT 79, which duo to tho forvord 
fondod notoro of tho progroa. will not ho op«ot until ocodo^c yoor 1979* 
10^ tl06*o provldo floxiblllty. hocouoo ovon uodor tho grootly ovpondod 
iooic Grant progroa. duo to ito unlfora fonnilo procoduro. ooaa lodivlduaio 
vlll bo unfolrly doalod old. flOC. grontod hy tho coapua floonclal aid* of - 
f lea r. con holp ollovloto ouch 0 probloo froa occurlag. 

•) mcuASt Tin fwpmc for itati iTUPPtx mcpcTivK cmm (ggio 

An odditldaol $50 alllloo abovo tho H 70 lovol of $43 aUllow 
ahottld bo opprovod. Thlo vlll rooult la opproxiootoly oa oddltlonal 200.000 
•Mordo Wag graatfd la thla progroa. vhlch la a atata adalolatarod prograa, 
vith tho Moral ohoro providing 50S of tho fundo, and tho SUtoo tho othor 
half. Thlo hoi boon on oxtroatly ouccoooful ood offocUvo progroa. and 
corrontly roochoo aor4 alddlo*lncoat otudoato thon olthor SgOG or loolc'GronU. 
It lo oloo oao of tho oiaplor Podorol prog^rto oMnlotor. 
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Of MIC mm IT ooAMMmmo a fut 

tUQ UMiB 10 rmdt mm m.ooo «mi us.ooo men*. 

m 

Iktl ttf of ciMat* 4at«tctt froa th* aMd-b«Md Mtura of th* 

»IH(M>- ta adMilM, U enatM otkat Mrlout rreblMM, if tha progrM !■ 

^ M f«lly-fi«M« Konftlly all avtrdt art radiioad by a^parcantaga, with tha 
I.*' . ■ .. . , 

UrpMt Miar4a» far tiM loMaf^aeoM group, racaivint tha aMaUast parean- 

Ufi r a||j tU a<» Mar tha fl»r4 bUI^ thaaa $tM grttita would aet hv raducad 

at laaa thaa full fua4iM» hacauaa of tha laoguaga guaraotaalat tha ^>0. Thia 

eraatof a alMtlao irtMraby a.Iowar-ittcoaa paroon, froa lata thaa $16»000 vouill 

tpamUMd at laaa than fpll-fuadlnt, uhlla tha uppar-lncoM paraona in tha 
fraii uottld pot. Thia la cartalnly contrary to tha prograaalva natura of 
tha pragraft^S^a aeuld ha changod if tha $16»000 t/ $25,000 IncoM group 




vara brougli^^Po tha prbgraa althar by further Incraaaiog tha family aiaa 
aata » or by dacraaalag tha taxation rataa on dlacraclooary nat IncoMi 
aa taaator fall haa propoaad, or aoae coiAtaatloii of tha tvo. Thia would not 
oftly pravant tha problaa in ragard to raductiona, it would alao aalntain tha 
eoMOpt that awarda^ahould ba proportional to naad. At ninlMi, laagnaga 
ahould ba hddad to anaura that thaaa $250 awarda ara alao aub jact to raducn 
tlen at lapa than full-funding. 

Anothar coneam wa hava ia tha problaa of achaiving furthar in-^ . 
craaaa ia tha ■anlna award abova tha $1800 laval. Aa notad aarliar» an award 
of $2200 ia naadad to Maintain tha valua of awarda in proportion to coat. Ha 
.atrongly anf^rt incraaaing tha atatutory ll»lt on awarda to $2200,'^ and pro- 
viding aufficiant fuada for thia changa. In addition tha naxlaua ^ard laval 
alMld ba tlad to ai» inflation or coat-of->collaga indax. Praaidant Cartar, 
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4urlttt eMMifAi in «a Inttrvlw with H8L tttttd thtt ht"vtt in favor 
of an infUCiOi iQdaxt** Thla ahoul^ ba dona aa part of tha raauthorliatlon 
in 197^> It la n^^daintandlng that part of^tha Adainlatratlon'a raaaon for 
clMOSlnt to go vlth tha$250 guarantaa , la to kaap tha coat of ralalng tha 
msIm vlthis a ra«ao«fibIa ranga.. Undar tha 7ord/Cartar plan» avaig^ $100 In- 
eff«M la tha mxImb award would coat $100 ■illlon, whlla If tha rataa vara 
XoMr«4 Oft tantioii of dlacratlonary IncoM, to bring In all paraona up to 
|25»000 IneoMi tho Mount raqulrad for *a $100 Incraaaa would ba cloaar to 
$400 CO 1500 vlllloii* X^la vital that . tha anpanalon of BBOG doaa not aaka 
futura Incraaaaa In tha aaxlmm aw^rd prohlbltlvai or tha lowar-lncoaa paraona 
will ba unfairly panalliad. 

Aaothar laaua ragardlng Baalc Gripta la tha current half-coat Ilaita- 
tion. nJt/MSL baliava thla arbitrary rationing device ahould ba rapaalad. 
Uhila thia sight not ba daalt with nav. It ahould certainly be cotieldarad 
during tha raauthoriiatlon. 

One laat point t want to «aka concema tha Inatltutlonal allowancee 
for Baalc Granta. Authorltad at the level of $10 per BEOG recipient, theee 
allowancee ere euppoeed to ba uaed bv Inetltutlone to offeet advlnletretlve 



1 

of^t 



coete, end to provide conauMr Infof^tlon to etudente. Tha Administration 
le racoModing $9.S million for theee ellowencee, yhlch le epproxinataly . 
$4 par recipient. If the ellowancea ere evantually fully-funded and there era 
S.3 ailllon BBOG reclplente» then $53 million would be funnelad Into thle 
progTW» %fhlch In our opinion le 111-de fined. Attechad to ay etetamant le e 
ahort paper from tha National Student Educetlonal Ftm^(NSEF) outlining why 
thaea allowencee ehould not, ba funded until detalla/on which epeclflc prograaa 
would ba peld for from thle liew money. I urge tKie conmlttea to give eerioua 
coneldaratlon to thle leeue. 

In cloelng Kr. Chelrman» while hav* certain dleegraamante ovar 
eome of the dataile of your prop»L^.we are In beslc egreaemant with It. I 
urge thla Coimrittee to quickly ^port thle bill, with the amendfante w« 
have outlined. I hope the Information we heve preeented here le helpful to 
you. 
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■ ' . ■ ' , , Feb. 1977 

\ National student Educational Fijnd 

Student AinenAmftt^ tft tiiijh^r"FH...,»<^i^ ^^f\f . . " 

' V-JO bie accoBpllshed. thru Office pf Educatlwt'actlon In 1978 
rrta be iccwjljhed thru '»technl£al arondmentsMn 1978 
""r'^ accomplished thru Substantive awndments" In 1979-80i»' ' 

•frfbl2I?JS x!!k?^^^ T^^^^BaiS of Uyton OUon, to House Postsecondary 
fa2^J!.£nL"*^S2ri!^ ^JuneW. on ^betUr 1nf<*iwt1on- and "accountability" 

ProanS^ ^ ^ ^ <^«rn6er W}}) on Federal Financial Aia — 

- ■• \ ■ ■ m ■ 

1. student Information All ninani^iit tn pnc».^pV.n^),ry 

, al owances imist "sp^nd;,hUv Tthe ffnanH.l a(fe1n1."'; nr Mn .nn- 

vl" lwI°;n!!^HHur'r' •!? aiS chief eSeJutive of? 2er -for- 

visible and additional services^, and got simply deducted by the chief ex- 
ecutlve officer from the insltutloaal budget of the aid office! (3 altw- 
n5«' >^ld be seen as a "less exp^enslveV tematlve" gl^?l.r 

' • lllft ^^fer'g^n^ ^ rr a^itor^: ^nspector'|ene^^'^^^^ 

staff, etc}. which normally is very expensive and which normally involves 

?!:^?hSTl?5» "?9]^9e"« and «h1ch nonnally has hVi ?ec? ?eU?1on 

to the qualljy of financial aid Information or services provided: (4)^ * ^ 
allowances should encourage the ^jevelo ptnent of new "qualify m nf^v .^i^- 
jHcei about student Inforilation and student f1nanc^al! aid Services; and 
nJfiJl so large or so unspeclfic as to force the 

? H ^°^ Education to make the aid officer a virtual employee'K^f the ■ 
fhrcJlnSi^'^T^?^*" ^° secure the appropriate accountability for 

the spending of Federal allowances.. ^ 'y 

?fSS?r^l^«III^^?^ should not be funded untlAinstUu- 

tlonal,. -financial aid admlnlstator, student, state agency, and Offke of 
, Education agenpyrepresentatlves are able to come up with an approprIHe 
•earmarking" of allowances. Unless these parties are not. able to deveW^ 
CuiJlIf h V;i;!*'^T "3"' appropriate for Congress to directly ' 

/legls^flte how tpe allowances shall be spent. A proposed eannarking: . 

. $4 to pay for financial aid form DrocM^lng. Including the provision 
.iL? ^9 filigg student and to the postsecondary Instl- 

mion. The Institution could select tot^ontract with any approved 
fll^cial aid pro<;essor. This would replace the "processing fee" 
furrently charged to -stil^fints, which Is a financial , admlnlstra- 

, tlve and psychological barrier to access to and choice among post- ' 
secondary education Ins^Kutlpns. 5* h v 

$4 to pay fgr ^lilnx? out 2 documents whifh will provide better infor- 
mation a6out tne instUution's cost, financial aid, academic pro- 
gram, drtop-out profile in common f ormats understandable to st udents 
V and theiy families^ Document No. l is the Statement ofsCost and 
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P«nmiaVM*^ict4<iy to a form designed by Instltu- 

.tioBjli;;:?^nanCiaY .«14 In 1975-76 In a project on 



•better if*^QWtion'^ conduct^ Entrance Ex^gina- 

tion 6ait'Pd|3^^ •^9ovemrocnt- imposed" fonnat" 

as l^mi Aa^te^^^ Federal Ti'ade Comnlsslon In similar* 

clrcuRitlnCMl^ could be filled' out through pri- 

.^ttllhaiiSPfftfdr^p^ th4n by the Office 



Mtt flnancfal^fAltf^prbces than oy me uttici 



TC^hy tJii^lW^^ tb Identify the 14 

ijfiiW of >WtirtUl Xoni^^^ 

'■•tiSit-fft^wllect^^ lesi clean as It 

ivy W collicted by OE^faiy state agencies or by other groups; In . 
prdlif^ to ensure the conparabllity ofMnfonnatlon between schools. 

$i tb pay ^0'' control* services about ^student Information 

sahd financial aid services" provided by the Institution^ In order 
.: t^^^^ the. institution determine if (andJ'how) Its student ' 
L r ' consuiwr Infdnfiatioh Is being understood, and the good aspects . 
^^-^V'and bad aspects of the running of the financial aid services In 
•1 ' the financial aid office. . Such information Is vital to assisting . 
the* ichool ir^making priorities for providing better information- 
aitd stiirvicts* based on direct feedback of persons applying for 
finantiali aid. The •quality control service" might send a form - 
' : to 20-'30 percent Qfjthe students apfp^lylng for financial aid in . ^ * 

~ order ,t<^ find: out their lieVel of understanding of the system and 
V ^lat problems they had. Such a service would be an excellent low- 
cost systematic chick on the way, the system Is working. Such ser-. 
vices might be offered by private financial aid processing groups , 
or by the Institution Itself/with the expectation that the group 
which "processes'* financial aid applications In the first place 
should not also "evaluate" the services. Such quality control ser- 
vices are not only liBportant for students, but become a "service 
spot-audit" for program reviewers. coid|ig to the campus, and become 
a valuable source of. Information at the state and natlotn^l level 
(In the aggregate) 4o Identify whpre the biggest "successes and 
'problems" are In student Information and student financial aid 
services. 

$10 total per student. Although the price for each service mlgt>^^ ' 
vary, the total cost would approximate $10 per student In Basic 
Grants or Guaranteed Student Loan Programs. Hopefully, there w11> 
not be substantial duplication of participation. 

4 perilent for Campus-based/ Programs should contlnqp as "free money" 
to the institution to be used as designated by the financial aid 
admiaijljtrator. Since many aid administrators do not have access 
. to thm funds, OE should require the docum^tatlon of Its use 
for student Information In reference to the above standards for 
B0E6 and GSL, and reiquire consultation with a campus flh. aid 
cownittee. This will assist the aid officer control the funds. 



'm 



Cited in the Higher. Education Daily article below is 
An example of .the cost to th6 Federal Government, to the 
t>68taecortdary institution in time, money dihd headaches for 
failure to set up appropriate financial aid management 
practices.' ..^ ■ •- 

Suph costs focus only on bookKeeping, which may or may not 
improve services to students. As the article states, about 
the only .thing the audit will do is catch major fraud. 

Thus; tlx* /failutcv'to set up '"positive quality control of . 
information and financial aid services to students" has left 
ia vacuum to be fiUed up by^iuditors, Audijtors job ii tp 
save the Federal government mbney, rather than setting. up 
a ayatetn which is »responsiv^^o students. 



Br than s 
until At 



This kind of action ShWld be iield of f until \t can be 
integrated into an overall pl.an to oversee the activities 
and fiiiancial management of; student aid offjLces. • 



Psge 5 HIGHER EDUCATION DAILY February 1A> 1978 

STITOENT AID PROGRAMS TO BE AUDITED EVERY TWO YEARS 

-.ii- • . 

By Oct. t»'RE1^*d Audit. Agency plans <o be auditing Institutions participating in 
•cy4At aid prograos once evsry cwb years. Now; only aboiUu^O percent of the colleges 

id universities using federal student assistance programs afKaudlted biennially, 
/Recording to a report by the HEIV Inspector General. . \ 

University accounting and reporting of federal contracts' and gramfs has "become an 
area of increaaing concern to the federal officials and to the universities tl^emae^vea 
asld the InpSctor General's report for the quarter that ended Dec. 31, 1977. Last 
year universities did not^/'propc^^x" account fac'$420 million o£ $1.2 billion In 
federal contract and grant noney,. according to the report. ^ 
t . ■ 

the report said a major auditing reform program is being developed and will include 
sinpler regulations that .main tain safeguards; improved procedurea for quick resolution 
of audit, findings; early audit revleW'st^rvlce for schools proposing changes in 
accounting systems; and sanctions against Institutions and individuals when corrective 
actions are not taken within a "reasonable .time period." ^ 

Crackdown The auditing improvements are part of a general crackdown on student 

aid fraud. and abuse that included a recent cross-check on federal employee rolls 
that found 6,783 federal worker^ In default on student loans <HED, Feb. 10). 

The Inspector Gen4iral*s Office, created In 1976 Is a watchdog over federjetl money, 
along with the Bureau of Student Financial Assistance, plans, to continue "operation/: 
•^cross-check" In consort with HEW*s Bureau of Student Financial Assistance. The 
tvro offices als^ plan to conduct a study to determine the type of Institutions that 
are "high risk" <or student aid fraud and abuse. — DS t 
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I tbiiitt'it iff no secret around t4wn that, with the aid of a lot of 
p|tople|;indiiicli^ T to put together a 

^ pickag^ middle-i&ome students without surreader- 

. ;lng the existiilg support fc^r lowincome students. For example, there 
was ng^ in oar original idea of what the President's legislation ought 
to bey a cbop at the $16,(^ level or $16,006 level, down to the $260 
i vlllif^ whi^ we tried to get the proposal post the Office 

? A is unprecedented— w^ tlie Presi- 

^^^^ he is going to take*moriey far beyond 

wliat bd; had in his budget and comnpdt himdeirtd" £he immediate 
ezpendil^re of tha^ money, waare constrained to iiitroduCie his version 
^pf the legislation in hopes that we (»ui show ffood faith and get the 
money more quickly and virtually guarantee that amount of money. 

If one stays. withm the $1.4 biluon figure, when you start working 
din the BEOQ!; grants With a graph like the one l^fore us, what^you 
a»4f3ating is ttie difference between the higher gntnt^or the sHtdeat 
ittder $16,0<X>, the student who is already digible, and the additional 
students who wotddbe eligible for more money for the oyer $16,000. 

The legislation actually contemplates that we would do that in the 
jgecond year by stretching it^^t. i oil have heard some discussion here 
today. Tbe ^imates are that it would cost approximate^ anot&er 
$800 million to continue at the rate tliat we established for the BE06 
grantjjli!he way to the $25,000 income. / 

Jklr^ .Quie has suggested the possibility of reverting to a' 14-percent 
tax across thie TOard. We did a run on the computer using 16 per- 
cent instead of the 20 to 30 percent which produces the drojpoff for us, 
and l^e effect of that is to add a substant^ial amount of cost to BEOG's 
'End leaves nothini^ for the otJ[ier programs. , 

The problem in trying to tSitend beyond the $16?W)0 above $260 is 
the people below the $16,000 levels The administration's version of a 
better way 'to miike a tradeoff was to try to keep the grants for the 
incoifie levels below $16,000 as high as possible with the amount of 
dollars available and then drop off with the promise of something for 
' the futur€^ 'mth respect to people over $lfr,000. ' 

So you look at the graph and see what this proposal would do^to 
the present program.. lou see that it actually creates the biggest in- 
crease in expenditure of money .when related to a student between the 
$10,000 and $15,000 figures. We will have to consider whether or not 
that is a go6d tradeoff. Should we reduce that and n^o^v^p-ii^Qjpore 
mon^ for over $16,000 incomes in BEOG, or should be maintain it - 
and increase the money past $16^000 at the expense of other pr6g;rams 
in the package • - _ 

J. am sure we are going to have to negotiate that but before we end up ^ 
with a piece of legislation. It is very 'much my personal concern that 
we try to keep faith witii the commitment that we have from the 
administration 'for new money and stay .within the overall dollar 
.amounts. We presume we are setting the stage for the ultimj^te which 
«would be to take the present BEOG progntm at the $1,800 authpr- i 
ization and extend it out to $25,000 income levels and let the chips fall ' 
wh6re they may. 
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^'^th rwfiect to the family contribution, we also' tried an adjustment 
m thai We iAmd about moving away from Orshansky into the 
Bureau of Labor Standards figures ajid we were quite surprised. All of* 

— ^amunches about how bad the OrshanskjT^rmula is proven when 
you make a computer run on what happens to shifts, without using the 

; Bureau of Mbor Standards figures, because it costs htt awful lot of 

. money to do. . • 

• . The veij fact that it costs money is clear proof of how irrational and 
arbitrary the pieaent system i§. The BLS figures got lost in the trading 
procpsB m favor-of trying to get as much money as possible spread 
across these programs. , .. , i 

We Tvould appreciate y«ur specific suggestions about=where the 
pnontids of the tradeoff ought to be. We would be happy to have ybu 
work with the staff so they can explain fully what the alternatives are. 
We ^ve a_number of computer runs already showing what happens to 
all of the lm«s? on the graph if you juggle parts of the package, partic- 
ularly with respect to BEOG's. " ^ * ' 

Senator Pell feels very strongly about the approach he is taking, We 
WiU probably wind up with something that looks more likeliis orb- 
posal than ours. , 

Ifr. Packer. I also would agree , that something between the two 
pr^ahly would be the beSl There are some conflicting value* of the 
COTt of the total proposal as weU as the point we raised m terms of pos- 
sible future mcreases^ the maximum award if everyone is brought in by 
thelowenngof taxation rates to increase the maxmmm awantWith a 
?100 mcrease under Senator Pell's proposal it would cost $i6o million. 

aaji"ni8tration proposal, a $100 increase woUW cost about 

liM^r°^w*^"^ ***®y °'"^y' d(teTing with the under 

$16,000 for that. . 

So there are a lot of conflicting issues, as you said. Ourbasic priori- 
ties would be that whatever is done, it should not create additional 
pressures to make it prohibitive to give a further increase in the maxi- 
mum award. As I said, even the $1,800 maximum award is, in effect, 
worth less than the $1,400 award several years ago. We would hate to 
see^an expansion of the program prevent the maximum award frofa 
goiiig up for many, many years in the future which, in effect, is 
decreasing everybody. . « 

That is one of bur top concerns. . 

Another concern, as I said in my testimony, is that at less than full 
fui||ding, which Vre hope nevar^happens again, we hope that we can 
kej that entitlement nature of the baac granta programOf we.do 
recem-less than;full funding, everybody's award, no matter how the? 
are iiv the program, is reduced soniewhat. That burden of the less-than-' 
full fundmg is spread over anyljody ^bd not just..the under $i6,000' 
income peraons. . • , . .' . • ■ ' v j " 

vJ^l^i^ft^JT'ttl To"in '"PP^*^' ^^"e^ge that 'would incWde a " 
reductionMp^ct of the $250 guarantee awards. Currently, if the pr6- 
gram is le^ than fiilly funded, a minimum award of $200 is dropp^ to 
$60, which, in a lot of .cases, $50 is rather meaningless. But agaR that 
burden should be spread with everybody. ■ e 

n^iS^T^ ''f ^® withyour comments, that we do not want tOT)l^ - 
additional burdens on flower-income students. T". • 



ilSSfStS^^ ypu JT^d think mj^^ 

K "With thi h^^ cost, were wiUmg to go to 70 percent, inait, 

• ^SS^^^^y^ it -Imost set the computer on fire wh^ 

dropped down to 60, and that is what we 
^T^SIlJS^, Mvd tUr c^ter started sputtering, and so we ^ 

T^^^LffaCoxmalaa Higher Edu«?ation. TheirrepQrt^^ . 

SSbT low-cort iBBtltution. %lth the present l%l.tattoa the 

'^o^betweeh not attending at all or attending on. a part-time basis VhUe 

Again, the point we are making is that;i%effect,.the GpvertimMit is 
" , 8»X, ik weSinnot give you.enough to A ^ f^^^^i^} 7« ^ 
: nS^mgtO give you enough to go to any schoof. So, in effect, that is 
preventing people from going to school. , ^ • fi«rf. aw 

• *^T<3Satout access and choice, I think that access is the firatcn-, 
terirWcertaihly Support private schools. A lot of our member^ip, 
alot of our taeih&rs and board' of directors, are. from private instafe^ 

• tions, That.is why we are strongly supportmg increasing the 

award, but .the half cost is ah artificial way of forcmg people mto 
' choice or preventing access actually. ^ ^ 

Mr.JFoia>.Mr.Buchantin? ■ jt _l' i 

Mr. Buchanan. Thank you, Mr. Chairman. I have no tfuestioiis. . 
Mr. Ford. Thank you very much. «' ^ tit j „j„„ 

The committeri'will recess now until 9 :30 a.m. next Wedn^ay fqir 
further testimony on legislation before.us. . _ „^^„k„» 

^nSierMpon, at 12^5 p.m. the c^omitiittefe recessed to reconvfenp, 
Wednesday, February 22, 1978.] 



# MI0DLE INCOME STUDENT ASSISTANCE ACT 



WXBS^ 1978 : 

f^^^ , House 07 Rxviussi^ATrmi, 

St7BCX)SiMrm!EONP08T8£COinX^^ 

* Ck)HMIlT£G OK jSimtllTIO^ 

The subcominiti^ met/pu*8ui^^ notice. a^O :40 a.m., in room 2261, 
Kayburn House Office Building, Hon. William D. Ford (chaifftian of 
uie subopmnuttee) presidiiig.' " ? 

Mexnbers px^rit: Representatives Ford, Biaggi, Mottil, Cornell, 
Bwmnflo, a^d <^4^ <^ % 



, !Si^'j>r)^^ R. Jolly, subcommittee counsel: William 

GNi^d, coilQLijhitt€« associatejreneral counsel; Patricia F. Ris^er, clerk/ 
.' lefinslative assoqiate; and CSiristopherT. Cross, minority staff assistant. 

^ Ifr* Ford. The Subcommittee on Postsecondary Education is meet- 
# ing aeain today to hear further testimony on the MiHdle Income Stu- 
dent Assistance Act, which is ba^calljr the administration's proposal to 
help hord-pressed middle-income families achieve tRe goal!of a higher 
education for their children. j •r.i /^Vv 

At earlier hearings we have heard fro^^ college a^Sl^y^rsity presi- 
dents, student organization'^tudent fiij^^pcial aiia^JhStefttitors, and 
State p^tsecondary education officials^' 

of HEw pn^half of the administratioti during the joint hearing with 
the Senater / 

We will c6ii'clude! the hearings on this legislation tomorrow with the 
appejiiaiW3§ 6f of Education and representatives of 

* tne Oollegi>Entranc^y^ Board, the American Bankers As- 

sbci^ion,andar6pre^5^itatly^ . 

This motnin^f we haT« n^itli^us Mrs. Margaret Gordon of the Carnegie 
Council on Policy Studi}es In Hip:her Education. FolloiJeing her -^11 
be the executive vice pr^SidSnt of Fordham University, Dr. Paul Rei^l^" 
Father James Finlay, president of Fordham is not ^e to be here as 
scheduled. The iFordham testimony is at the rS^uest "of Mr. Biaffgi, a, 
member of the committee. And our finals witness this morning will be 
'Dn B. A. Forrestlity^ri^sid ojf ^Enterprise State Junior College* in 
Alabama, who will be Appearing at the request of the ranking minority 
, member of the com^pittete, Mr. Buchanan, and Congressman l3icken- 
son. Mr. Buchanan M9 l^n delayed on his way here but he will be here 
momcmtarily. ^ ;* V 

We livill proceed first witfe Afilr^^ 

Mr. MoTtL.. Mr. Chairman- is it the Chaij^s idea to have markup, 
V then, next Tuesday? , ^ , 

. ''^(129) 
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Statckbivt bt MAMAnrB. Qcrdox, Asboctatc Dibcctor, Casiveoii: Councii^ox 
PoucY Studies in Hioueb Education 

Mr. Chalnan and Meabara of the Subcoooittee: 

It la a prlvHage and pleasure to accept tha chalrman*a invitation ' 
diacusa tha Preaident'a recant propoaals for expanaion of aid to atydenta 
•nrollad in higher education. As ambera of this Subco«sdtt«e/k|uv, the , 
Carnegie Coincil and its prsdacessor, the Carnegie CosBU||^icraV/hiiyerhad a 
continuing In tsreat In the eypljiitlon of atudent aid jMlici^s ov^r itlie last 
decade, and .wa .hav^ had thi, yery'^Wat; 4ati«fa6tl9iw d of. our 

propoamls^^i^i;^ iieast In thelT!'^^}^^ putli^^ fijne 'detalis%, adopted. 

Our aajbr eapbasia, aa you luiijb^-:Kair'>ee^^o^n 4i'd as the* • 

prl4«ry fonai ojf federal Mid tA*iiif^evl^^iitMi^%^ aupport of r^- 

,aearch), otj^'ftlflr grounds that ,ttvB^yf^.di^|r^j(- gdveirit^ reaporiai-' 
bility to encoKrage equality of ^dtppbrtV^ity ' uid' t^^ aa con- 

trasted with Inatitutional aid/etvc^di^v^gei/studcnt' c)t'6ic^ and doea not"^ 
Involve the government in interf«j^nce Vith .inatitutional autonpmy. ^ ^ 

I should add that the Carneg^e-C^Uncii, ia' nq^ for higher . 

education. We are concerned wltK^ij^jiea la-hlghe^^^^^^ and express 
opinions about those isauea, but ye^'dQ: nbt; ap«ji|Lt- education in Che. 

aenae that the varioua aaaociatioiia :B^a>irtea«rtt'in^^ of.»higher 

education do.. * " 'v V* • ^' 

In diacuaaing the recent Adminisff'atXon proj^o I should make'it ' 

clear that xh« Carnegie Council has i^ot' had ah' opportunity to discuss^ those 
proposala, which were made public ve^ 'recpAtly.V' HakiVer, the pfopoaala» 
can be evaluated in relation to the varjL'qvia irecotaqwtidi^t^^ that have been 
made by the Council in recent years ,>,^ft4^ c^iiA' is .wJttat}i';p'topose to-.dOA , 
Moreover, I have discussed toy consneHvfe 'biivt^^^ 

Chairman of the Carnegie Council, and havie'^i'^: ^""(^AC^nksnW in what i intend 
to say. . •." . / . 

The most recent relevant reports of . the Cartrcgip.'.b<?uncil are The 
Federal Role in Poataecondary Education (1975) and The St»tea arid Private 
Higher Education (1977). We are alao preparing a newrepprt which will take 
a broad look at progreaa in the development of atudent. aid since the early ^ 
. 1960b and will include reconnendations aimed both at greater equity and 
greater simplicity in what haa come to be a complex and^poorly articulated 
aet of proviaions. ' 

Let me emphaaize at the outset that the Admlniatraftion propoaala, in 
their main thrust, are conaiatent with the Council's policy positions on 
student aid and have bur aupport. Thia ia parti cularlryt'^he case aince they' 
come at a time when tuition tax credit propoaala have.'i^i^en receiving aerioua 
conalderation in the Congreaa. We are oppoaed to the*'*ai^^^ption of tuition 
tax credita without careful consideration of their relationahip to tha entire 
exiating array of atudent aid provlaiona and in advance of the careful, re- . 
view of atudent aid which we be].i^Ve should be undertaken by Con^rsM before , . 
the present leglBlation expires in ^19 79. « ■ 



We ala.Q-beHeve that tuition tax credits tend to be inconaiatent wl^th 
:he baaic pfii^ieiples and philosophy that 8houl4 underlie atudent aid polic: 
la Clafk lkerr.,made clear recently in a letterl'to-^enator Russell Long, 
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Clirtfi of tlM S«Mtft FliMBM Copd>UMt ooplM of vhlch v«r« '••He to 
of ete r«l«v«ic coofiMslooAl eo«Bltt«M; 

" . - '■ ' . . "J 

1* Tu^Kt^ ,t4^ endiu boMflc ^rant* of colivi;«i/1iCud«a'UP without r«t«rd 
CQ PHi'v-M^* 4B^oiidlBt on choir procloii pri>vlolbitia« cond co-^o ro- 
ft«0«)t»o, ftldiog BlddXo- Md uppor-lncoM iiigftiXloo i|M>tt. thAii choso irlth 
loiikr^iacoaM. la face. It has boon ostlsai^ tiMt'«iifi(4o.r ^ho lath blU, . 
(S3li) which c#Xl« 'or doductloo of studont ^r«nt'^«i(i -fropi' .t«i^ 

f vcrodlt, 70 poroont of cho bonoflU vould probably %o to faftl^oo yic^h: ' 
$1I»<H)0 or wnf In iocoao. 

• *-■' '.v ■ 

2. Largoly hwmo tuition tax crodlto oro Indlacr^nlnato vlth rospact -tot ,4/ 
aaadv Choy ara ascaodlnfly coatly Cp tha U. S. Traaaury In ralatlon to j'i. 
< Cha. aap^t of tuition rallaf provldad to any Individual family, coapartd\ 
vlch studadt aid aaaauraa that ara targftltfd to tha naady« 



3. ' lacauaa tha amount of follaf provldad Is nodaot, aopadally In ralatlon 
to' tha tuition burdan of paranta vlth chlldran attandlng prlvata collagao 
onlvaraltlaa* thara la a vary graat dangar that, onca tha laglalatlva 
Dr la opan to this typo of aid, Congrass will b« oubjact to praooura 
to Ijacraaaa tha anounta of rallaf provldad In tho future, with vary 
graatly lacraaaad coata to tha Traaaury. 



4. Noraovar, It saana highly llkaly that mony Inotltutlons will ralaa thtlr 
tuition hy tha amount of any tax cradlt i^roVldcd, tharaby ansurlng that 
tha fadaral banaflta will flow clthar to otata govammanto In tho caaa 
of moat public Inatltutlona or to prlvata Institutions, rathar than to^ 
tha parants of studants. Tha dangar that this will occur Is far graatar 
than In tha caaa of oaad-basad studant aid, bacauaa . Inatltu tl o n a -aia j 
lahlbltad from raising thalr tuition aa a raspoosa ta^a availability^ 
of studant naad-baaad granta, for faar of dlacoi«CAg4Vft onrollmant by 
studants who do not banaflt from tha aid. In tha caaa o^ tuition tax 
cradlts, howavar, tha banaflta flow In tha first Inatanca to tha vary 
fadllaa that muat pay full tuition, fnd thus tha Incantlva for tha In- 
stitution to ralsa tuition by tha amount of tha tax cradlt Is vary strong. 

5. It la, of coursa, tha parants whosa children attand prlvata Inatltutlona 
that ara moat haavlly burdanad by (ultlon coata, and yat tuition tax 
cradlta ara an exceedingly Inefficient way of elding prlvete Inatltutlons, 
bacauaa a vajiy large proporcloo of the ben^lcs will flow In the first 
Imatance to tha far acre numerous feullles whose children ettend public 
Uutl tut Ions. .j-.V 

*i • 

On the Issue of tuition tax credits at tha elementary and secondan^i.x . ^ ' 
laval, which ere provided In the Peckwood-Moynlhan bill (S 2142), our C^VpiU^U;: 
of cdurse^haa no position, beceuae Itrf Arms of reference relete to hlgj^x^ v-^ 
educetlon. '\ ]:'''Y 

^. ? 

Now let ua conaldar more closely the President's recent proposals. 
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>vl^d for.iH cb« AdkUlacration pTdpommU,. In ih^^T^Tki tola ln-feKtr :»^ 

- •hottld 'f ra^^rUf 'r ^|| ^rkmt^»<f, belt only « ap p^rii^t^il Ibty^yfia-iig-- 
fic^tfV to i»r*f't «ncb •libdht-liMtion ylthout i>»n^lxlA i{CUil»oti lti tha 
faaUy, tiicdl»*^t<Bi«i toi vHich gtudwU ar* currantly aUiibU , Appg>prlatloM 
bar* lacf«*jM4 In • abit- •at^ltf^ccoty wmar—f roa';$96(^' ■illlon in 1974-75 
(vbm oa»r«^r« VM biiiig pj«p«ir«d) co 92.1 billion in the flacal 1978 
budget, to wtiich tba F^TMidio.t'a propoaaU would nov add $1 billion for 
llscAi 197),.' . in bar jodi^ntV bas«d <oat astiaataa that we hava aada 
in tba paatV'^wit^ incoijii aligib^Ilty condtt^ona can now b« ralaxsd aotMvbnt 
without iiq^airdAg tha^adiiiquacy bi/sad-: for atudanta fro« low^lneoM 

faidliae.'' 'r: 'i" ,1 " " " 

■■ » . • / . .i. > " ■ • ' 

Ua h«y« a«rioua raaarvationa, iidwfver,> #bodt tha propoaal for a uQlfom 
grant of 9250' to j^udanU froa fa^IiM cha $16,000 to $25,000 incoM ' 
brackat. for tha following raaaona: «. « • 

1. yThia provlaion dapirta fro« tha prinjciple of family contributiona pro^'r- 
^ . , portion«l to incoaa. Tha departure .may aean .rather vo^cat, but it poaea 

a dangar for tha future very eiallar t<^' thet 'poaed by tuition, tex ^redite. 
Eapecielly in reletlon to coete of attendance et a private inatitUtlon, 
$250 le a very eodeet'contrlbution. There vould eJjaoet certainly be 
etrcmg preeeure in the future to. increase the oaount of this unifom grant 
and to relae the upper limit of family incodb to which it applied. 

2. In the light of the principled expircaeed' by ' the Ce^gi* Council in the 
paaj:, we queetion the, deeirebility' of extending grant eld (ea oppoaed to 
work-etudy or loan eld), to familiaa as high In the income dla.tribution 
ee thoea affected by thla provieion. In 1975, the leteet yeer for which 
,rtliflf nt data have been publiehed, 87 percent of faolliea with children 

' ^apVlB to 24 had inccmea under $25,000, Hcdian income of euch families » 
*in that yeer wee about $13,000. In the past, we. have Suggested that "a 
atMdent from e family in tha lowcet income quai^le ehbuld ordlnefily 
receive the maximum grant, that about one-half of the maximum grant abould 
be the everege emount received by a etudent in the eecond lowaet quartile, 
. and that eoma grante would be made under unusual family circumetancea * 
to etudante from famlliee in the lower pert of the upper helf of the 
IncoM range" (The Federal Role ...» p. 24). In view of the Urgl 
increass in etudent eld ivailable to etudenta from low- in coma families 
elnce we made that etatemenr,, we would now be inclined to euggeat that 
ecme grant aid be made ayaillable to student a from -famlllca in the lower 
two-thirds of the IncqiM 'distribution, but this would certsinly not 
axtsnd to families witlV incomes of $25,000 (tuleee there were epecial 
clrcunatancee» euch ae more than two dependent children). Family incosMa 
have rleen elnce 1975, but an Income of $25,000 would continue to be 
In tha top fourth of income of families with collcge-ege children. 

3. There would be a Strong inducement for institutions to raise tuition by 
$250 if this provieion were edopted— the eltiiation would be very eimllar 
to thet reeultlng from a tuition tax credit of the eame amount. 




Ite b«ll«v« that thttrs m mxm diMlrabla and •qui table* way i than ttiit 
$230 flat sraat of axtaadlog grnt aid to faBlllea with Incoaea lOMwhat 
•bova tha aadUn. Sanator Pall baa propoaad ona. approach— raducing tba par- 
cantagc of tha ■■xina grant that would hiva to ba contributed by tha faally, 

Anotbar approach that «a\^e urged la a vary substantial increase in 
federal spproprlatlona for the S^te Student Incentive Grant (SSXG) program. 
Ibla approachvhaa the advaataia ofStretchlng the Impact of federal s*tudent 
aid dollaMi bT^ providing an^ Incentive for states to increase their student 
aid appropriatlooa. In the' years fro« 1972-73 to 1976-77, federal approprla- 
tlona for ^ba 8SXG progirM Increased from zero to $44,0 Billion, During those 
aaaa years, atate approprlstioM for naed^baaed undergraduate scholarehlpa 
roae froa $315.5 allllon to $601.4 ailllon (not Including the federal contri- 
bution), Ihua, the Incraaae in state appropriations waa nearly 7 tlaaa the 
rlaa In federal appropriations. Probsbly not all of ^the Increase in state 
fiAda can ba attributed to federal matching grants,- since there have been 
strong political praesures towsrd increaaes in state scholsrshlp funds In 
■any states even without the federal Incentive, but there is no question that 
the SSIG program haa had s decided inpact— and thla despite the fsct that 
aoma of the large atates— especially Callfomis, Illinois, ^ew York, and 
Pannaylvanla — already had slcable state scholarship programs in effect at 
tha time the federal SSIG prograk was adopted. 

Ue have linked our propossl for aubatantially expanded SSIG approprla- 
tlonaVo a re commendation that the fedaxal BEOG program be structured to meet 
students* oaeda for noninstrui^tional coats end thst the chief meana of 
meeting needa for inatructional coats would be through state student aid 
programa. There are two main reaaona for this suggestion: (1) nonl net ruc- 
tions 1 cofts sre more uniform from state to state than tuition coata and 
thua lend thewalvaa more readily to, national standards of student aid; 
4nd (2) tuition levels in public higher e^lucation are determined at the state 
laval, and thua state scholarahip programs can be more readily sdapstad to 
differing tuition levels between public and private institutions than can 
a national pro-am. 

One of the most Intereating results of a survey we conducted In con- 
nection with our work on The State and Private Higher Educatiai| was that, 
amoiig students In private institutions of higher education receiving some 
form of student aid, ^he percentage from families with incomes of $18,000 
•snd over tended to be significantly higher in states with substantial state 
scholarship programa (or other forma of aid to private higher education) 
than in sts tee with minimal state scholarahip programs. Quite evld^ly, 
thla raeult #ba attributable, not so much to a tendency for state scnolarehip 
programa to provide aid to students with families in this upper incoaw gtoup, 
but rather to the fact ^at sizable state achola^Mhip programa made it 
possible for private loatitutions to reserve arae of their own institutional 
student Aid fuoda to aaaiat promising students from familiea that would not 
qualify Tor public student aid.' ^ 

Although we favor(changes In the federal SSIG provisions— especially 
changes deaigned to minimize inequities from state to state and to ii\preaae 
the inducement. for sflites to provide for portability of student granta— the 
point to be stressed In the present 'tontext is that state acholarship 
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progr«M ara playing a significant role— probably pri^rlly throu^^thelr 
Indirect effecta — ^^In providing sobm student aid to upper-odddlp^-lncone 

students. * 

^ . ■ * ' . 'i 

Vs bsUeve, alao, that the Supplementary Educational Opportunity Granta 
(SEOG) prograa can play a significant role In this respect.., ..Although our 
previous ; reports hsve reconnended a partial phasing out of .th/e SEOGLprograa, 
on ths ground.thst It has been found to operate In an ihe<iultable manner, 
M are currently considering recomendatlons designed to transCorm It into 
a prograa which would enable student aid officers to structure packages of 
stilident aid that woul<J meet the needs of atudents in untisual circumstances, 
and thli vlght well include aome atudents from mlddle^income families. 

Before leaving the BEOG propoBal|;, I ahould sdd that ve have seriotis 
reservatlona about the wisdom of increasing the family a ize offaet for a 
single independeht student with an income of $4,200 or less from' $1,200 to. 
$3,400. This would have tlie effect of making a very large proportion of 
Independent students eligible for grants, since a student who depends tm^ 
part-time earnings is unlikely to have an income much ^bove ,$3,400. Graffl^d. 
that there are independent studenta, especially in age .brackets above the 
uaual age of college attendance, who- are genuinely cut off from any prospect 
of support from their parents and who are in need of this type of. liberali- 
sation of the family size offset,- ve have to face the! fact that th^ proportion 
of atudents declaring themselves independent has tended to increase signifi- 
cantly and now accounts for more than 40 percent of BEOG applicants. Would 
not this large increase in the family size offset for single independent 
studsnts greatly enhance the incentive for .students to declare themselves 
in.dependenC; even though they might have to wait a year before satisfying 
the requirements for establishing independent status (such as not having 
lived at th^ir parents' hone more than a minimal length of time, not having ^ 
been declared a dependent on the parents' income tax return, etc.)? And, 
if the trend toward an increase in the proportion of independent students did 
turn out to scc^lerate, 'would not the cost of the proposed liberalization of 
BEOG provisions turn out to exceed the Administration's estimate of one 
billion dollars by a aubstantial amount? We believe that this is a possi- 
bility that should be seriously .considered. 

The College Work-Study Proposals «^ 

. We are heartily in accord with the President's proposal to increase the - 
appropriation for the College Work-Study program and to liberalize the family, 
inccne eligibility conditions in such a way as to allocate two-thirds of^ 
the increase of $165 million in expenditures to students from families with 
incomes above $16,000. In The Federal Role ... (p. 42) we recommended a 
gradual increaae in the appropriations for the program from the $300 million 
made available in 1974-75 to approximately $700 million (in constant 1974 
dollars) by 1979-80. The total sum of $600 million that would be allocated 
under the President's prpposals in 1978-79 would represent very substantial 
progress in the directi(^ we suggest (even though $600 million in 1978 
dollsrs are equivalent to only about $47Q million in 1974 dollars). 

We also recomnended that family income eligibility conditions should 
gradually be eliminated in this program, but "only as appropriations incresse 
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•uf flclAHtly :to .ptndt ,aueb ilbarA2li«tloo without penalizing students In 
tjbs^fsBlly Incons range. nov eligible for College Work-Study jobs ^" We 
believe chat that condition bas nov been net, at least If one considers the 
: \lQCipeased availabilttr of all types of student aid for low-Income students. 

. the. CWtfnteed Student toan Proposals . 

. ' the Guaranteed Scudent Loan Proposals raise loore difficult Issues, 
cspiiclally when . ecrutinised In relation to the critical views we have expressed 
.about the atatus of fa(leral. student loan prograas in the past. 

Briefly y we believe that "there is no aspect of student assistance that 
is in greater need of'sajor lagialatlve restructutin^ than the provisloos ' 

.relating to student gleans" (The Federal Role . . p. 43). Granted that 
snch' restructuring is a problem for the 1979 Educstlon Amendments and would 
not be' appropriate In a. set of proposals designed for temporary application 

. la 1979- 79. I find it difficult to comment on the Presld^'s loan proposals 
without some reference to our criticisms of existing student loan provisions. 

In criticizing these provisions T we have emtAiaslzed: (1) a basic problem ' 
of inequality of opportunity in a program in which -private lenders are likely 
to be influenced by the credit standing of the student's family, (2) thev 
difficulty of ensurin|/student access to loans in a tight money market, even 
when bankera receive i\'*speci8l allowance" when the prevailing interest rate, 
goes sbove 7 percent ^Uie rate subject to subsidy) , (3) the lack of incentives 
for banks and other- leaders to pursue adequate -collection procedures When loans 
are guaranteed by the federal government, (4) the growing default rate, even 
though one ehould be careful not Co exaggerate the pervasiveness of defaults 
and to recognize that certain proprietary schools have been major culprits, 
(5) e basic question as to whether Interest subsidies, as opposed to deferral 
of Interest during periods of enrdllmerft, are appropriate, (6) the disad- 
vantages of a 10-year repayment petiod for many college graduates, who tend 
to have relatively low incomes In. the first jfew years after college ' compared 
with the higheir Incomes they' reach after lOytb 15 years in the labor force, 
and (7) this inequities associate with the^etention of an anachronistic ; . 
/interest rate of 3' percent in, the Direct Student Loan program compared with 
^ ■7 percent in the GSL program. ^ , ; 



' We have consistently recommended the establishment of a National Scful0nt.'. 

Loan Bank (NSLB) as a replacement for existing student loan programs. 
have been somewhat puzzled by the fact that Congress has apparently ignored.*^'' 
this reconnendation, but I am told by some of my Washington friends who; foll^jw^^ 
congressional matters closely that this may be because there is a tendency 
to assume that our NStB' is modeled after the Economic Opportunity Bank ^EOB) 
proposals originally put forward by Zacharlab- and others. The fact ivS P^^t. 
our NSLB proposal is quite different from BOB proposals In that repaym((iit 
obligatioi^ are noj: prbportlohal to income un^er our proposal, 'and '|^e^ef ore • 
our proposM does not involve redlstVlbuiilori^oY/lncoipe.y Fto^ o^ijt , 

proposal does not. at all Jtgply full-cost tul'tion In j^u^lilc -^^^^ 
as EOB proposals tfHd toB^ V.' *- * t'. t'^ . ' ^' ^. : 

' Under ou^:.prqpNDsai;; repayments woft4^-4>e'pjco^brt'ipiM>l to. Inqoiae in .any'j .' V 
lliven year, ^ut><the fi^^l repaj^ivent V)biiilAtlW^f.Qr eve^ b^ ; .V') 

• v-v,%'-*S^" ■ ■ ■■■■ -V- ■ ■- 
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• equal' ib« aaouat of his borrovln^ plus interest. Those with relatlvelV high 
incomes would be able to repay their, loans In s comparatively short perjlod of 
tiai^, vhereas borrowers- vlth lower incones woold take loSgetV — Ihe/ average 

' irepeyMOt period would be about 20 years . ^ 

The Hatloael Student Loan Bank would be a nonprOflt\-prlvate corporation 
chartered by the federal government and financed by the sale of govemmentally 

• guar^teed securities. The Interest rate charged the student would be set 
at s le>^l that' was adequate to permit die Bank to obtain the funds and t^o . 

_cover thecistof cancellation In the event of death orN severe permanent dis- 
ability, of the borrowey. interest payments would be deferred until after, 
graduat ion (or comple tion of graduate e t udy ^ mill tsry service ; e t c . ) b ut , ^y .- 
would not, be subsidized, \and there would be no needs test; 



th^ 



There is a case "for an Interest subsidy In a loan program tb^t Is de- 
. signed Ko aid low*incow students, but we do not believe that there is a 
case for an Interest subsidy in a losn program that is geared prlmariy.y to 
the needs- of niddle- and upp^r-income students and to graduate andr profes- 
sional students. The more adequate the availability of grant and work-study 
aid for low-in vwe students, ^he -less they are likely to have to t!prw and 
the more a. government loan program is likely to be relied 'on chief ly By 
^students j^rom mlddlcf- and uifper-incone families whose parents find l|t- ^If" • , 
* fi cult to prbvide fully for college expenses. The current Admlnlstrati'pn 
proposals I taken as a total' paclcage, have the effect of reducing the need 
fot loans by students In lot^- ta lower-middle- Income groups, but also of 
ex|l;endlng the avaliabiliCy of subsidized loans to students practically re-^ 
gardless <ft^ family inc^. I saV practically regardless of family Income, 
because tne interest silbsidies would be extended to students from families 
with incomes up to $45,000 (compelled with. the present celling of $30,000). 
In 1975, only 6 to 7 percent of fasdlies with heads aged 45 to 54 (the age 
' range which would tend to include opst parents of college students) had 
^ incomes above $45,000. \ y ^ 



Thus, we question whether the {Privilege of receiving subsidized loansH 
should be extended to students from families as high in the income range aal. 
"up to $45,000," even though we recogpize that, in practice, banks are re- J, ♦ 
luctant to make loans to students who* are not eligible for the subsidy » MjV 
because the adninlstrative cost of collection of interest from such studflnijs 

Is hlj^. - • ■ . ' : 

' .Thefe is the additional consideration that, especially in a tight money 
market,' banks that could make subsidized loans to students from upper-lncoine 
families would tend to favor such students as borrowers over Students from^, 
lov-income and disadvantaged families. This type of Inequity is inherent v 
in the program, in any event, as we have already suggested, but it could well 
be exacerbated by bringing upper-income students into the program on a sub- 
sidized basis. The danger might be offset, however, depending on developments 7 
In the money market, by the attractiveness of the added 0.5 percent to the / 
tspedal allowance that we understand is part of the President's proposal. 
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- ^. In coacXusion* let M .recapltulete by urging, ^the approval of llberall- 
' sations of the BEOG and Cbll'eg^ Work-Study prdgra!^^ along the general llnef 
, of ,the Prealdent'a ^opoaals.. I. jfould. urge both Cbngress and Che Adoinla- 
-.tr«tioa4lf:hove(Ver» to look vith omful scrutiny ; and akeptlclsa^and vltb a 
j^iVitir^ alternative pbsaibllltles— -at (1) the Jflat $250 BEOG grant, (2) Che 
'•'^tf^ increase In the folly site offset f or^ t]^ single Independent student, 
'Sar(3) Che HixtexiBlon of subsidized loans wdlMir-tbe GSL program to famlliea 
:'vtC^, IncpBss up to $45,000. The ^ct:utlny lir^^Pghly likely in any event, 

bei^i^e bdCh' the flat $250 grant and Che JSSI^ subsidy provisions would require 

.CMisgia in existing legTslatioa. 



Let ne add that « although ve favor liberalizacion of che faaily Incoffle 
-,eligibilj.ty conditions for'JBBOGs and College Work-Study aid, as vell. a^ 
other changes designed to ex,cend scudenc granc aid co scudenCs froa faihilies. 
vlth Incdaes sonsvhac abov^ the.nedlan fainily Incone, ve are noc ^ellhed 
: Co accept what appears to be a widespread view that the qiddle claas- ls in 
'.' Che Chrqes of a crisis in'telacion Co college cos Cs. To indic^^ft.sc^e!t)f 
our reasons for skspcicism abouc chls popular impression, I am a^ii^n<^ing Cwo 
charCa vhich show changes in college cosCs in univ^rpicies and o Cher four- 
year collegea, public and privace, from 1970-71 Co 1976-77, in relation Co 
' changes in che conamer price index and per. capica disposable income. The 
Cbai^ .show Chsc chs cose of board and rooq has gone up considerably less 
Chan che consumer price, index and much less Chan per capica disposable income* 
Tuicion has increased ac abouC che sane race as che consimief price index, 
sxcepc in public four^year colleges, where ics face of Increase has been . 
relaciyely high (chia may in psrc reflecc che .abandonmenc of free tuicion 
at che CiCy Upiversicy of New York). The crlcical cesc, of courlbe, ia whac 
- hiu happened to cuicion and board and room coM>ined. The increases in chis 
; combined measure have been somewhac less chan^ Chose in che cQnsuner price 
index, excepc in public four^year colleges, and considerably less Chan per 
. capica disposable income in all four Cypes of inscicucions represenced. 
.-J .' • . . ' ' 

Hor^yer,'a recenc report of che Congressional Budgec Office,, wich r, 
>'j{)61ch aemb«|^a.of Chis coaaiccee Ore probably familiar, shows chsc, if tax 
■j ^rxpendittores ■'Ajce' taken into aecoAit . 32 .5 percent of the total (dollar) 
: jbaQ«fit4:.ci[f spudent aid flows to students with adjusced jsross faaily incoae 
^v6| $10, (^(^p^^Ca* $21^,000 and no less Chan 38.2 percenc goes Co chose from fsBillles 
<->i^th'i;yiicjGp^ $20,000 or noire.* The some report (p. 9).' shows enrollment 
rat»ii^;i^VAl^e^^^^ education declined somewhat after 1969 for all incomer 'groups , 
but ;c:fitesl|4e^apiy more sharply for sCudenCs from families ,wich incomes; of 
$25f^$^6r'^Tbe^Yitp could besc afford increased college coifCs— th^ from 
middil^^6'^ families. On Che basis of our' own axvUy^es yo^ ; 
enroUmekt«,Tni^ids^^ believe ChaC Che decline i.n enrollmenc\racea'.itft:er 1969, 
which shcfwec) Vup sAt^g males primarily, was largely accribuca^e Co 'the'. change 
in Che <^sfc sicuat^cn, and perhaps Co some excenc to Che less favorable' 
job markat- for' college graduates, rather than to increased costs. 

All of this does hot mean, of course, thajc some middle-income families ' 
—^perhaps because o£ special circumstances— sre not hurting, but it falls 
CO supporc an allege C ion of sCudencs from middle-income families being priced 
ouc of higher educaclon on an InColerable soele. . 



Congressional Budge C Office. Federal Aid Co PosCsecondarv SCudenCs : Tax 
Allowances and AlcernaClve Subsidies . WashlngCon, ^.C, 1978, p. 6* 
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. Chart 1 ^ poftpmrmtive' Increases of tuition, tuition and board and 
room^. board add rooB» consumer price :|fidex and per capita 
disposable personal income, 1970-71 to 1976-77, for 
univei^sities . 



Private 



Public 



Tuition 




' 51 percent 
48 percent* 



45 percent * '. 



j . '40 percent^. ;■■ 



Board and room 



/ f35:^jercent 



36 percent 



Conaumer prlcie Index 



48 percent 



. Per capita disposable Ini 



^^^^ 



66 percent 
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Gbart 2 . Conpar^tive Increases of tuition, tuition and board and 
;. :. room» Vltfoa^d and room, consumer price livdex and per capita 
disppi»able personal lncone» 1970^71 t;o 1976-77, for 
fpusr^ear colleges other than universities . > 
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STATEiMiaiTH^ UU^OABET OOBDON, CABNE6IE COUHCU 
ON POLICY studies' IH HIQHEE EDUCAHOir 

' . Mrs. Gordon. Mr/Chairman^ it is a great pleasure to be here to pre- 
TOnt the views of the Carnegie Coaincil on Higher Education. 

I think that members of 'the subcommittee are familiar with the 
work of both the Camegi^ Commission and the Carne gie C oimcil. 
particularly as it relates t4JS''Bderal aid to higher education. As I^think 
you know, the Carnerie Ccpmission very early took the-positio"h that 
v|j|;he primary- form of Federal aid to higher education should be need- 
based student aid'; and it took this position esssent ially on ttvo ^oimds^ 
One, that the Federar Government has a special J^ponsiibUit^ for' 
. equality of opportunity, especially in view of the differencest-iiiincome 
arriong the States ; and second, that making student aid the primary 
form of Federal ^id to higher education would preserve the principle 
of student choice and protect institutions against interference with 
their' autonomy, which we think might v6ry"s?ell be the result of insti- 
tutional aid*. I am sure you all know thdt institutional aid , was being 
8u^)ported by many of tne associations in higher educatioitlifefore the 
1972 amendments to the Education Act. • 

I think that the Carnegie Commission position on this iPWES-influen- 
tial, and wo have had great satisfaction from, the knowledge that'the 
Came^e Commission's role before the 1972 amendments was prob- 
ably significant, especially in relation to the adoption of the basic edu- 
cational opportunity grant program. May I say also, before I get on 
to the iapues before us today, that the Carnegie Coimcil is not a spokes- 
man for higher education. We speak about issues in higher education, 
but we do not represent higher education, as do the various associations 
that are centered in One DuPont Circle; ^ 

Let me saj^ also that I did^not i^eive H.K. 10854 before I left C^i- 
f oma. It arrived in my office yesterday, a'ftef the long weekend, while 
I was' on my way east. I "have not really hq^d a chahceto study it, al- 
though, clearly, it embodies the Carter administuflxion proposals, 
which I have seen in the form of various media r^orts. 

I might also say that tlie^ Carnegie Council has not had ka oppor- 
tunity to discuss the President's proposals because there has not . been 
a meeting since those proposals were made, but my reactions are^oing 
.to be based on positions that the Carnegie Council has taken in the 
past, and particularly in two repbrts, "The Federal Role in Post- 
secondary Education,^' which was published in 1975, and "The States 
and Private Higher Education," which was published in 1977. 1 have 
also gi\;en Clark Kerr a copy of my testimony — Clark Kerr being the 
. chairma-n of the council— and he agrees with it. , 

In general we agree with the Prcsideijt's proposals as they are em- 
bodied in the bill introduced by Representative Foixi, which I have 
had a chance to glance at quickly this morning. We concur, particu- 
larly,-since these proposals are presented at a time when tax credits are 
being seriously considered by the Congress. *\^e have a substantial rec- 
ord of opposition J^o tuition tax credits. In the^very first Carnegie 
Commission report, "Quality and Equality," which took'positions on 
Federal aid to higher education, there was a statement in apposition 
to tuition tax credits as representing a regressive form of a-id to stu- 
dent^ in higher education. ' 
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l^tbiBpoe^^ spelled out furtiher in the r^ceid^tefprtvi^^ 



. . (rnr ceasons for thk||Dr';a moment, because I 

V in ration togiF|k>8ition that C!ongresB 

will ultimtely^take on the President's prop^oi^i^ Chairman Ford's 
propoisals. We think tiiat serious 0:>n9ld^ti€^ of tuition tax credits 
\. by Gongifiasitt without due cbHsideration to the relation 

of such a measure to all existing siiud^t aid provisions is premature, J^.^^ 
partiimlarly in view of the fact that in 1979 the higher education pro- ' 
vinoxis will Be jimbject to review and careful study by Congress, and SIj^' : 
revision^ But, we have jnore specific reasons for opposing tuition tax. 
b credits. ^ 
: First of all, tjution t^a credits are not related t^ 
. the family reganQess of n , 

^£|(BCond,wdepending oh the details of the provisions— anitiipre are 
differende^ as you aU know^bet^l^m^ say, the Both ^bul rSJOid the : 
^^kwood-Moynihan 

-f^l^tessive in its inxpab^. It has been— and I think, oft.^lwtantial au- 
thorit}^--^^imated ttiat 70 percent of the benefits uMer the Roth bill, / . 
for example, wouitf go to families with incomes, of $18^000 or more. 

A second vei;y major objection is that tuition tax credits are exceed- 
ingly costly in tfi^ to thei amount of benefit provided. This is' per- 
hapE( hot 90 pa4: in the first instance, but when you consider that a 
tuition ti^X^ti^ir ot $260 would not go very tar toward tuition in the 
more elite institutions these days, which is^ now up in thjft $tjQpO range, 
. it is very easy to see that once t^iie' legislative door is opeifi t&^ttat type 

•* '■^tjferovisiqn, there would »bi^ 

of benefit jprovided in the mmpSt aitd the cost to the Treasdr^.-would 

:^ \ ;^hen begin to run into many billions of dollars. . r v \ 

r^V^c!| Furthermore, it seems q^ujte clear that institutions would b^ likely . ' 

%'io raise their tuition by j^'e^aitf^ of the tViitioh tax credit. Now, \;his ' 
temptation is, not so imlpJ^r^ we are dealiijifi: with need-based 

student aid beca^ an institution .alway3^jb^1;o think of the impact of 
a tuition increal^on those students whd'are jiot benefiting frpm^stu- 
deht aid, and whose families in general pay full-tuition: With this type rr>> 
of proyision, however, there would be a realtemptatidft for the insti- 
tution to raise tuition ; ahd in the case of pulflic institutions, then, tihe 
tenefits would flow in large part to State governments';" and in the' 

% case of private institutions to those institutions' general financial ' 
position^ - . ^ /"fji^ 

Another very important objection, it seems to me, ^'.view of t^e |^ \ 
factihat there- is 'grave concern these days about the^urviyal of pri- 
vate'^igher education in a period when institutions are expecting 
declining eiirpllment, tfiis type of approach is ji very inefficient way to 
aid private higher education beoctiise the major portion of the funds 
will flow to the far more numerous families whose children, attend 
\ public institutions of higher education. 

/*'*''So^fl^ for tuition tax credits. Now I come to the President's pro- 
' posals, as I have t«en able to interpret them from accounts in the preM,^^'"^ 
primarily. . * 

We strongly agree with tihe main thrust of these propo8d;ls. In the 
F^eral role in postsecondi^ education we recommended gr^ual 
liberalization of the^ family income eligibility reqprem^nts for basic 
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^ducitjiioriAo^ only as the funds appropriated. 

, becana^. adef^u to low-income students, i think 

thelKime that we have made in the 

pas^'^Wjidii'the b^ic educatioiial 'Opportunity grant funds are adequate 
V Iplr thQ:' needs of Ipyv-incomerftildents, au^ therefore those students 
-y'ould' not be penalized subejfcitfe^^ a relaxation of :tHe;fa3nily ■ 
ihiconie eligibility conditionsfVeyy^^ ^me (»mni6nti^p^^ 

to tjie relaxation of the eligibility 6oriditiofi3 ^ijlBSr the;.f^)W 
study program, which we also have rjecoiilm^^ 
we think that the college ywotk study pfbgr|p>Bl 'iig^OM in^^ 
mately needs test might be required, <>j:, ;tljLa^,i^^^ 
be appropriate/ ' ^ ; ■ •' ■ -"''y^':::'-^,::^' *" 

However^ we**^ve stpn]i;,;reseryations ^tbout t^ features of the 
President's prog'osAls, ats embilidied in H.R. 1085^1 Xho?e> resej^ 
••apply to/the flait.%iihimuin grailt'of $25l3'tC);diudOT:t^ 
with incomes frofe'$^6;,W to tHe'yery substa^ 

in the family siz&'offfeet for single independjent students V and to pro- 
viding subsidized loa,us for students with fanaily incomes up to $40,000. 
I take it f rom the wording of this bill that -this ineaiis adjusted gross 
family income of ^0,000. ; , V • • v , 

Mr. Ford. That is correct. ' ■ " 

Mrs. Gordon, The figure reported in the press was $45,000, whjjch I 
take it, is unadjusted income. i i' . • 

^ Mr. Ford. The figure reported in the press is based on \ea;rlier testi- 
ihony of the actoihlstration when they were talking about £][i'e ttiedreti- 
' cal model famil|f':(rf;f6in and what would happen if you atpplie^ the 
adjusted gross to thai^^ftmily^of ifbur^^ could be considerably 'Higher 
. than^$45.0()0, as a matter of ^actV fe^^^ . . V^-^^'^^^ 

.^:>v]\([l^, GoRDON.^ ... '/.-^V^ ■ .vV;:''.' 

l ' : 'N^ I kno\^ my time is likt^d)^^^^^^ 'great deal about 

\^ QU'r^^^ for tlip3e pbjectionVrti^;tK6 p^ am going to 

' 'hryto cover the basic elements in tihe;tii^e;tha;t t-hay^ . -;" 

The $250 flat ^ant departs ^roih .the ,princdple-G|^ cpntribu- 
' tions in proportion to, income. FukHie.liTOOf^^^ reaches too 

high into the parental income distribution for^^j^ogpim the basic 
educational opportunity grants type. Families witl^in^b9Jnes of $25,000 
are still cleArlv in the top fourtji of the parental incbihe distribution. 
Wo think tliat a reasonable standard :for the BEOG prograih might b^ 
that^thero would be some aid to families in the lower two-thirds 
x^f the income cj^stribution. . ' • ; • 

Even "then,— aild this. j&^o,raethingyi>at h^as not yet appeared spe- 
cificalhr in Carnegie Cf^lrt^iV^ although, it was referred to in 

"The States and J^ifate'jlitj^^ Education,", there should be some ex- 
pectation of a C{>iitfibuti3rt from the student's own earning in-con- 
nection with all;stydiaht aid provisions. This is some thinjg^tb^*?^^^, are ; 
attempting to ^j^^ll put in a report that is now in ^reparatfoii. fV: : ^ 

Furthernioi*v|ti^fe as a tuition tax credit might provide ^a temjitation 
t|> an inatitutiott|6 raise its tuition by $250, or Nvhatevejr thc^Sinbunt 
was, so, I think,^TTie same argument applies to this provifypn* because 
^here is a broa'd band of middle- and uppcr-middle-incorri4 families 
that would be affected. Those are the very families that :pay full tui- 
tion in general now, and the temptation of institntiong^ td raiSie;tuition 
by that amount would be quite strong. • 
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Wi5 abo tiiink ^t there are better ways of i^^ing middle-iflqdtoe 
abdents. Senator m you know, has propo^ ime, which Would be 
a;:16w«ir family ototribution jrate. Wejhave str^d the importance of 
expahdio^ Federal appropriations for the Stat© student incentive 
grant program, on the ground that^the States are then induced to iiir 
^crease thcSr own appropriations for^studerit aid, and on the groiind 
tiiat in relation to the problemDf the public-private tuition g^p; it 
'^ the Stated that determine tuiti8ta nolicy in public Jiigher education and 
^ are iA a better position to, relate tjiei'pre&i^ provisions' about maximum 
studept gratits, and so on, to the condition^rielvai^ng in the individiial;. 



I might point out in this connection that betwefen 1972-73 arid If 76^ 
77 Federal appropriations for the SSIGjptbgram mcreased fr 
to $44 millioA— they are^bigher than that now^ but we do not haye-moi;6 i 
reoeUt figures for the t^tal amount of Stjite'scholarship apprbpria^^^ 
B^i^een those 2 years ajpifepriatiohs^^^f^ State scholarship f^rogyams 
intotfeasedfrom sbgHUy moftf than^SOO xmllion to somewhat more than : 
$0OOrmilUon. This n^eansythat State appropriations, increased nearly * 
seven times the Fede;ral ajmropriatioii m 1976-77 for the SSIG prof 
gram. We cannot attribute tbat wh<^^ increase to the . incentive created 
•by the Federal matching funds because thfere' were strong pressures in 
many <xft:i£e Stat^ to increfwie or adopt State schola^ 
But nev^irtihetessi^^^^^ was a very impr^ive result, and ifcci^^ m ,- 
roite ot^lje fact that at least four of the larger $tates—CaUfornia,Jl-^^^ 
Imois, New York/^ Pennsylvanifc—already had^very large St^tftV 
scholarship progrjpiiTis at the time that the State student ihttenUve graiit 

Ij^pre^a think, for re-structurmg the SEO(J 

progrwn* vso^lf it woul| life more ^ratipnally articplated with other ^ 
atud(?nt;|tid programs, which it ha^jipt fe 
--ipfe^fltf'^^^ cpnYerting SEO(} es^ 

tijiat \Vould meet ispecial needs, let pi;^^^ 
•^or'the Student from a very laijge family^whiph 
j ^^iiibinatiori of a basic BEO(x grant and a State sfchdlarship.waeived 
-tivrdugh the SSIG program. , . *V 

' • ;;i m^^^ having gl^ljQed at ^H.R. 10854 auickly ttiis morning, 
^i^lmJii we continue to^;Veiyjhuch opposed to makirig basic educational 
• opportiiiiity OTant app^^ conditional on 4pprpp^ 

the three' iSfiJjp^ We think t^fe m^^^^ 

if the basic '^ircational opportunity grant progitilit'is to b^^^ 
people want 1^!^ * , 'yr:}^'' ^^r^-^^.- 

Jjeii'me ssif a few words about the problem of the.; i^^^ 
student, llVle^ nave very grave reservations about ihcreaarig the family 
size exclpipiijfp;: independent's from $1,200 to $3,400; not that! 

V iw^iilol^^^^^^ in rome ways, but the proportibji of ^tua^ta ■ 

VdfeclilM independenV,a§ you l^now, httS.beeAvm^ 

' very ?ubs&tnttiilly, and now amounts to more than 40 percent of BE 
appliofrat^. If you thii)^ abq^t the.aitufttipri^ 
student wJjio is dependin;^^^^ 

^eaniingd,'$^,400 is about'as m^^cjoi^.lie'i^ likely io earii in the course 

• of a year. Thus, t}ie impact pf thi^-kincl of^ liberaliizatiori could well 

• be to incr^se the iriceijitives fdr younef/b^pp^^^^ 

^ independent. Granted, there are coriditibris that have 'to be miet to 



lit #i»dfled M ^independent/' l),ut a student could meet thoee in a 
yeaa^ waiting tjme if he was wiling to live away from his family 
jitid not be ooun^d^^ an exj^j|>tiQn oit the fanuly moome tax, and so 



O' 5Che main point is that this proviaibn might well open the door to 
k^erv substantial increase in tne proportion of yoiinff people deckr- 
^Mg tbemielyes independent. And this, I ^hink, would probably p\tiy 
Imroirwith the cost estimates that have been developed in relation to 
tfi^ liberalization of BEOG, of the order of $^1 billion. ^ i6&\A turn 
- odi be a gr^t deal more if 9 larg^ propoHSon of students declared 
themselves mdependent and ^litibst^utomaticany became eligible for 
the maxintum grant. . 

Now^pn t)ie fn^t^ranteed ^d&nt loan proposals, I cannot cover the 
ffrouhd flidequately in'iet lirhited time; because this proposal .can 
Hardly bo^ weighed without reference \o fhe 'X^arnegie OounciPs 
jiiBrious concern about the whole situation of Falderal loan programs. 

think there is no aspect of student aid provisions which is more 
:ln need of major legislative restriictiiring.than the loan provisions. 

The guaranteed /Student loamprogram poses the basic problem that 
it is very difficult to insure e(iuaiity t$ opportunity in a program in 
\thich, banks aye almost certaiji 'to be ^fljuenc^jd hy the credit Ending 
of the family. p ' ' 

It is especially difficult t6 insure tt^t all students are going to get 
loans in a tight money market^in spite of soecial allbir^nces. 
^:Th,ere is a lack of mcentive for collect jonVwhen th(( loa[ns are insured 
by the Federal Government. 

^ There is a growing default rate, as you know — althoi^gh I think it 
is dangerous to exaggerate that, and we recognize that file problem 
is most serious in>rp.lajtion to cejtflilt-proprietary inst?hiti6n§.' 

There is a ca^;-.we. think, 'fer'W-polity of deferral of interest, not 
^complete subsidization of inteirti^Cl^hile the student is in college; a 
provision which lends itself in some cases to abuse. We thiiik there is a 
problem in the^ IQ-ydar repayment period for a college graduate whose 
income is likelj|5;to;b^ low in the first few years after graduation but 
substantially hi^beTylet us say, 10 to 15 years from graduation. And 
there is a serious.pr6b3em of inequity between the direct student loan 
^ program, which scfU bears an hnachronistic interest rate of 3 percent, 
:^md the guaranteed student loan program, with its subsidized interest 
Tn^te of 7 percent. 

^e have strongly profosed the developnfiLentv^pf a national student 
loan bank. I think that this proposal has b!^% m^jjiterpreted to somo 
degre^j^hich may account for the fact th^t-it Kas not receivectmuch 
attention. It is not analogous.,.to the Economic Opportunity Bank 
originally proposed W ZachariiA, which was an income-redi^tributivo . 
proposal and was linlftd with the concept of full-cost tuition in public 
:ner 



higner education, which we do hot support 

The ngdonal Student loan bank would provide for payments in pro 
portion 1(d incqme in any given year, but the individual woqid* be 
liable f6i;^th«{4u!l amount of his lyorrowincr. and the length of H^aSr^ 



ment would vary accordi^ip to the income of the collefirevrraduate. 9o,j5t 
would not be income r^distributive, but it ^Vould facilitate payment in 
accordance ^ith income^. The interest Wftuld be deferred, but not 



•soimd while th* ikMadwt wis in coUcge* TUi^ro would t)e collbotion 
thraoi^ the lntenilJ^^:^ Servioe which is, I think, generally 
ooneHwed to be the only effective way to deal with the f roblem of 
delaijdta; and daUie My could be restructured into such a* national 
ajjodeiHtleah bank wit^>o5 a great deal of dificulty> 
NoWi againeit the bMkgpund of what I have, saki, we ouestion 
' whttiiir ttHMa ia W cai^rinterest eubeidiee f or Jfamilies a^igh in 
inoDilli* aaia now being proposed^ only 9 or Tpercent of fanulffe 
hai^i;^^ |45,00O^#t least as of )975. The eubaidy covenu 

lor aU ino^oal irand^ meet of the^atndent j^opu^o^ in a pni|Moeai 
of thia kind. I teauae that major reetractunng of loan provinonfi^ 
would not be appropriate before the 1079 amendments^ butl ^QJm^ 
' urge caution* 

lliere ia the additidnal consideration that' the higher the «familji^^^ 
income you brixig into the subqjrttzed loan progranv the greater the 
dai^r thlit bank% especially in:a period df tight money, are' going to 
^Tor .those students ffom higher income families whose cx^dit stahd- 
: ing.obvioyialyiiaauperior. ^ * 

Now^ I am going t6 <^ose with a f^w words abo\^^e position e| 
middle^inoMne familieis. We very 4efinitely^suppoiT the cl^nqep^of 
libetalizing family iacome eligibility oonditTonSr^alongwith the con^ 
cept of some contribfftion from student eatmngB. Bu#we are not as 
convinced as sonie people seem to be that middle^iniDome fftnifij^ ih 
generaLate hurting very severely^ «ndt on* <his issiie I wbuld like to 
. refer jfou to the ti^o charts that r»havi appendtt to the back|pf idy 
prepared statement, which show the percenta^lmicreases in tuition, 
board and roqm, and so forth, in comparison with the coAuifter price 
.^'index. and per capita dis^^sable |[iersonal income, from 1970-71 to 
1976-77j for/first, universities, and second, four-year coUegejji. otl^er 
than*universitie& You can readily se^^from these chart^that b^rd an^ 
room has not gone up as much as the consumer price 'index; and <ar 
less than per capita disposable income* Tuitjon has gone up somewhat 
mote, at aerate roughly co.|nparable to the incase in the consumer 
price,index, except in public 4-year colleges, where,' since these ^gures 
are weighted by enrollment, the abandoniibnt of fuse tuitioi^^it the 
?City University of New York was probably a factorin explaining that 
large increase. ' V 
V But if you take tuition and board and room together^ the increase 
has been less" than the ris^^. in the consumer price index in general, 
\ an3 considerably less thari>the rise in per capita disposable income. 

Ypi; are also probably familiar wij^h the recent CongressionapBud^ 
• get CMKce report,^ which showed that, while enrollment had declined 
s u^i iS w hat. since l£f69 tSr all income groups, the decline was heaviest 
for the highest income group, who presumabi v would be least ajiversely 
affected by increases in costs. We haye long felt that the major explana- 
tion of that decline, which showed up among males much more than 
it did among females, was the change in the draft situation* 
, There is no doubt that some families are ^^urting, b^t probably 
^ose in special circumstances. And^there a rejBtructuri4||^:0i SEOO. 
• ' 'might hurt. But we do not, I think, have a pervasive ^crisis in terms of 
the capacity of imddle-i|icome families to finance higher education. 
Thank youj Mr. Chairinan. » , 



Mr<, MoM^^Mrt. potdo&, I certainly appreciate you^ eloquence in 
wp^^ntilif the Carnegie Council, and no doubt, ;^ou abe an expert 
in edm^pti^ I am proMbly just a neophyte, I am in my eeoond term 
on this ^(mmittee, but I ^ould have to vigorously disagrcie with your 
cogoliiiriod ibout 

iM inebme Americaasi in my opinion, have been paying the 
gripi^taSw^ in thia dountry for many years and have recuved 
t«tfy^litl9i>'<M|a^ bade from Washington. I think sotoe statist^ that 
have oome to ta^ attention state that those families that efim $88,000 
<|r more pay over 60 percent of the personal income tax in this country. 
We are on tha firing line, so to speak, being representatives of ap« 
projdmately 476,000 ]^ple in our district. I rteeiye numerous com* 
plamts from average inoome Americana I would arbitrarily set aver- 
age income Americans at anj^here from $10,000 to $86,00b« I represent 
bMpically a suburban district'Vith 9 percent Cleveland u^d 91 percent 
suburbs jntmnd Greater Cleveland. They are reaUy hurting, those 
families. 

Our observation is that the low-income families, their children have 
no difficulty in going to collegew:^The hiffh-income studente have no 
difficulty going to college. But, the middle-income studenA do have 
much difficulty in ^ing to college. 

I just received a letter this past Saturday from a j^|umly in Middle- 
burg Heights, Ohio, which is a suMirban commmiity in my district, 
and they earn, betweeji husbani and wife, $27,000. They have two 
students ^in^ to college and a third is going to join them; one at a 
State University, one at a Community College, and the other one to 
a State University. They just cdnnot make ends meet; and these stu- 
dents all have part-time jobs. 

I think I am in favor of the tax credit as well as the President's 
program, and I think the^resident is to be commended, and our 
suba>mmittee chairman is to be commended for sponsoring this legis- 
lation. As ajnatter of fact, I feel so strongly in tnis area that on our 
markup Tuesday I am going to introduce some amendments to in- 
crc^ from $16,000 to $25,000, to $16,009 to $30,000 for the $SS50 giunt 
\ I just cannot speak strongly enough for the middle-income families, 
of this Nation that are really crying out for some help, some equity; 
A Suburban community seij^ds; approximately $8 to Washington and 
get^ back. The urban centers send $1 to Washingt6ni and get' $8 
'bade." AS we have seen recently school levies on real estate for inur 
nioipal purposes and for school purposes, they are going down to de- 
feat in the so-called ^^wealthy siiburo^" in Greater Cleveland. 
/SOj peo'^le are up to their neck in additional taxation, and they 
would i[ust like to ^ve a little equity so they can send their kids on 
- to higher education, as^ the low-income and the high-income people 
ha^done. * 

lliis is my observation as being a second-term House Member, 
^ Mtb. Gordon. I might mention ^mething that I nej^leoted to mention 
in my tei^imbny, and that is that if alf tax expenditures, as they are 
now called in Federal budget jargon, which really essentially means 
benefits of tax exemptions, are taken in^ account, according to the 
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recent OBO report that I waa mentioning. ^2.5 percent of all Federal 
atndent aid benefits go to students with family income from $10^000 
to $20)000 on an adjusted gross basis; and 38.2 percent go to families 
with IncomeB of $20)000 or more« That includes, of course, family 
pe^iial income tax exemptions, and such things as exemption of 
: acholarship loans, GI benefits, and so on, from taxation, as well as 
dirnQtstudwitaid 

That is all 

Mr. Fosn. Thank you very much. We appreciate your comments, al- 
thoufdi they unaetife me just a little bit in some respects, perhaps, 
it is oeoause we have not had an opportunity to get this proposal 
out far enough ahead of the hearings for witnesses to look at it. But 
I think thatltfn Mottl has illustrated one of the dimensions of the 
pn^lem that we face. The first dimension that is absolutely essential 
38 time. Some of us have tried in years paQt to do some of the things 
that are. in this package, and it was regarded as some sort of back- 
sliding on our' original commitment when we passed the, Hi]D[her 
Education Act of 196CI, and the amendments of 1972 because the mmd- 
set was that we were dealing primai^Iy with the very lowest income 
levels and moving^ within limitations of money, as far up as we could, 
^\_«Ajxy d^nition of "low income" or "middle income" becomes on its 
fkce arbitrary because low income in New York City is not the same 
as low income in other parts of the country . 
Mrs. Gordon. That is all too true. 

Mr. Ford. Yet, all of our Federal programs disregard this very^ 
obvious discrepancy. 

We see a lot of other characteristics, however, that indicate what 
is happening to middle-income students. One of them is most readily 
seen it you study the makeup of the student body in the low-costeublic 
institutions, like community colleges. # ' • 

A decade ago it waa thought that the commxmity college would be 
overpopulated with low-income people. As a matter of fact, in many 
parts of the country the low-income sfldent is now substantially out- 
distanced by the middle-income student choosing that type of institu- 
tion, which has some bearing beyond the statistical distribution of 
where middle-income students are. The choice that is being made 
relates to economics. ' 

Mrs. Gordon. That is partly, though, attributable to the increase 
in age of students going to the community colleges. I mean, it is clear 
• that they are attracting adults, and that those adults are employed, 
in many cases. I do not suggest that the trend you are talking about 
does not exist but I think it has to be interpreted in the light, also, 
of the rising average age of community coUege students. 

Mr. Ford. Well, I think it has to do with the aspects of a district as 
Mr. Mottl is describing, where people of middle income, despite the 
statistical evidence that their spendable income has increased at a 
f astei:^te than has tuition, find it more likely to be within their 
capacity to assist a student through providing hoasin^, food, cloth- 
ing, transportation while they attend a nearby community college, 
rather than in any way being able to put their hands on some cash 
to assist them to go away to school Spendable income in tetms of 
what is really available at the beginning of each school year is the 

£roblem thev see, particularly when you regard in the industrial 
[idwest ani Northeast the tremendous impact of 4 or 5 years olthe 
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ftoated in sonie parts of the country very 
m ii%till remainra very strong factor in what is available 

jSiilfi^jr that depend primarily on the in- 

SdaiPl|itb|tvw^ very heavily hit . ; . ^ 

\^fMai:'hoW'Ao ydu apptaise youy view on the independent stuaent 
^^m^i^^-ike teatitiea of our c^isiis information that indicates tluit 
MB haU 0 the students in all colleges and universities ^of all 
;.:1^ffp0tt iia^^^^^^^^ are undey the age of 22, the traditional 

aga 5of gnraduaticm f Y 
^ ^^^ concede^ certainly, that 

there are a(lult independentsrtudents who are genuinely iio lon^r 
; with any expectation of support from their parents. I have a partic- 
icdw who has reached the age when she 

iviint^ to go back and comptete her education, if it was interrupted 
M riSi^ of children, and so on. But I am callirjff attention to 
what I thinfcTiasliei^^ a. crowing problem in thie BEDG program, 
that there.is an incentive, which certainly would be increased by tlus 
liberalization, for students who come froni families that could afford 
to contribute something, to declare themselves independent. ^ 

This is a growing problem with the BEOG program, which we 
strongly support. 1 am not completely confident as to what the 
answer is. But if it goes on on a vegr larg;e scale, then obviously the 
relfktionship which was the underlying principle of the B|)OG pro- 
gram between fainily capacity to pay, and the availability /of student 
aid, breabB down. I ^m not sure that the evidence is clcsar that stu- 
dents from high-income families are declaring themselves independ- 
ent, because we do not have very good evidence on that. But the ^ 
danger is certainly there. oom 
r would like to come back, if I might, for a moment to the bblv* 
program, which I think— and we think— legitimately plays^wi impor- 
tant role in the Whole student aid picture, and which tends to sOme 
degree to get neglected in debates about Federal student aid. In the 
preparation of the report on 'The States* and Private Higher Edu- 
cation" we did a survey of private institutions in States that had 
very substantial State scholarship programs, and perhaps, as in the 
case of New York, direct institutional aid to private higher educa- 
tion, versus Stajes that had either no scholarship, or a very minimal 
State scholarship program. - i.- • 

One of the most interesting findings— and I mention this m my 
prepared testimony— from that suiwey was that in the States with 
substantial scholarship programs the proportion of students from 
families with incomes of $18,000\or more, who were gettmg some 
itypes of student aid, was sub9tantially higher than in those States 
that had minimal or no State scholarship programs. , , m 

Now, this was not solely,;or even chiefly,-! thn^k because the family 
eligibility income standarils, tend tp.be somewhat more liberal in 
State programs— they are in some Stiates, but ndt in all. I think it 
was primarily because a student who could get a BEOG, plus a 
significant State scholarship, tends to Velieve the institution of allo- 
' eating institutional funds for student Vaid to that student Institu- 
tional funds, which are substantial in the wealtWer private institu- 
tions, can then be diriected to able students from families who would 
not qualify for public student aid, 



: '^^ In otiher wohlfs privnte siiudent aid is playing a i-ole, and substantial 

Ifr^Fo^^N^ true that many of the States have made 

V017 mibe^ tb the student attending Bt private col-- 

lej^ or univeraty. Tlmt would have some bearm^ 

Mrs. Ckw>0N. Oh, yes, that is part of my argmhel^, real]y, essentially, 

^ Mr. Jj^iMK For instance, J^hjD ^supplements that are provided in my 

Stat«t ia« mu^ on the State levelj 

it applieB/<mly if you ffo to a nonpubUo 
>rin8tst^^ ..'9 

i^j^^ Well, of Ijgurse this situation varies among Stat^ , 

rat %^<ncid^ scholarship program is that the ceil- ' 

inff on the size of the grant is much lower for a student who goes to a 
^plic institution because that student cannot receive more man the 
tuition aotaally charged, whereas there is a considerably higher ceil- 
ing that telat«3 to students who go to private institutions, typically 
$15,000 or above. J3n^ California, which has the most liberal program in 
this particular i^p^, the ceilmg is $27,000, which is a very substan- 
tiattrntiongrant^m \ , f- 

Mr. FcxBD. I wqiu|^4i^e to take it ba^o the independent sij^d^t for 
a moment There^ are two veiyt&ignincaht thinp;s tnat this legislation 
^ purports to do ^tli respect to independent students. The fii^ one you 
touoned on witli;^t))ie migl^^ independent Student and the question of 
raising the incoi]d0eyeL£ip qdalification. 

The|Second oiie^vhp||^€$y^r, is something tha^t I would hope, based on 
one of your comih^ijtd, that you would welcome ; and .tha:t is trei^ting 
the woman with a'family to support, who goei^ back to the university 
to complete an education, or to seek a career goal that she thinks would 
make her better able to function, like we treat oth^r families. Even in 
the family where ther^was a husband still present ^ho was perha{^s in; « 
the earlvstages after completing his education^ tliey would.be con- 
sidered JKe other families for the income limitations, and become 
eli^le where they are not eligible at the present time\for BEOG.! 

The example that I think we used in working this put was thft a 
*^ family of four with a single woman — a divorcee or widow— as the head 
of the household, would at the present time, if she receivied as little as 
$3^600 in child supi)prt and another $3,000 from .some sort of assist- 
ance, be ineli^ble for any sort of assistance at all. \ 

Under this proposal, she would be eligible for a BEOG grant to 
begin with of approximately — a full grant, as a matter bf fact—of 
$1,800^ and still be eligible for additional funds or loans tl^at would 
make it possible for her to become literally a full-time student and 
still have tiiis outside support coming to her family. It would^or the 
- first time, treat thht family the same as the traditional family with the 
student being a dependent of the family. V 

Mrs. Gordon. Yes; I am aAvare of thai feature of the proposals. I 
have not expressed any objection to that. I thinK^the danger is with 
the young single independent ftudent Obviously, we do. not want to 
create an incentive for premature marriage, But, on the other hand, 
treating the f am'ily somewhat more liberally than the single independ- 
ent student d6es tend to introduce an age differentiation, because the 
single independent stiident is likely to be younger. I think that this 
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: iM whbt^ the .danger of getting itway fit>m the origbml principle of 
the BEQQ program, which was contribution in accordance with ramily 

continually referred t6 that as a danger, as if 
there is a troth in the idea that anything that encoura^ the student 
t6 sepfoaie f rom the family in terms of (making their educational. 
: cfaovM is inherent^^ 
; lixf^ It is bad in the sense that it subverts the original in^ 

tentioD of /BEOO. Th^ the idea was that students from low^- 
come! familiee should be assisted in attending college, and that ^id 
proportiohally becomes less acut^ with increasmg family income. 

^ow, the more you get stud^jS declaring themselves indep^dent, 
the less the BEOu program i^ielated to f amilv income, that is, pa- 
remtal income. When I use the term ^^danger," that is what I am talk- 
ing about 

mr. Ford. I yield to the gentleman from Alabama. 
Mr. Bttchanan. ThanK you, Mr. Chairman. 
If we make a distinction between single independent students and 
those who have dependents, there would, indeed, if you are talking 
about a ^^needs test," seem to be greater need with those who have de- 
pendents. Also, the young people might get married, instead, of just 
; .Jiving together. 

' Mrs. (tordon. That is clearly a dangei^r-or maybe not a danger, 
r \ Mr. Ford. Even an expression like ''premature marriage"/ has a dif- 
V ^icrent connotation to a Baptist minister. [Laughter.] 

* " ; What j^oung people consider "premature" is anything within 5 years 
- - 0$ cohabitation, [liaughter.] 

■ -- Mrs. Gordon. All our friends' childre^^ are doing it these days. 
''^^r"*Jtfr. Ford. I am looking at the ACJ^Jr^fport now, on the distribution 
.i^iii]^ of the various aid prwjpafiidis. it is interesting to note that 
■^^^^^^^ the chartj^OTcing at the sex of the people who 

A f^itjB n^w.^s^ programs, you find in the BEOGr pro- 

g^ra<fl^?>S&i^ 44.9 percent male j the SEGG program, 

53.7 female, io'S mal^ college' work study, 55 percent female, 45 per- 
cent male; and then there is a sudden shirt when you get to the NDSL 
program, it is almost even, 49.7 percent women^ 50.3 percent men* - 
When you go over to guaranteed student loan, it is 46 percent women 
and 53.7 percent men. A quick look at that would lead some people 
to believe that we do not need td liberalize the existing structure of 
the programs to assist women because someone might draw the con- 
clusion that it is juready biased in that direction. 

We chose, instead, to assume that the fi^^ures were telling us some- 
thing that had heretofore been i^ored about who is ^ihg to college 
imdfor what reasons in this country. The kind of independent we are 
tjvlVinjp; about is turning out to be a female, where that was a predcmi- 
inantly male status at the time of the original enactment of the legis- 
lation a few years l>ack. , 

N ThB present population in colleges, and universities has become less 
white and male tnan eyer in the history of the country. And wk^n 
one looks at w]^at females are doing in colleges and universities, not 
only are we training nuclear physicists vpfho ar^ females today, but we 
are idso populating a good many of tlie other types *of eductional 

'« ' 15 7 ■ ■ . . 
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il^t Ju^^ with female& We 

"^'^"ijDt to flichool ih larger numbers as independent i^*- 
mth^jpast. 

it BMgnt very readily acqeipt the idea of 
, |dr^M&pbr^ middle-clasf girl to i>e a sSiool- 

|<;ur^i)V^uIa^^^^ if she suggests that she really wants to 

or a maui teacher, with the tdtimatel)b- 
iiing foi ast^^ These chatucteristics lead people to 
[identy in my opinion, more readily than the qu^ion of 
dollars one way or another because of the change in 

„ , _._^ _yi That^ 
A'^^ I am not agreeing that independence is necessarily a 

^ ^^Q^boN. I tlmuc tbose figures also, though, have to be inter- 
light of the fact that, female enrollment rates have been 

• M ! tiqjgi^ rapidly than male. As I recall, the latest repOTt on 
; ;yetfM fall of 1977 showed that among entering freshmen, 
; / ivb|^ in the majority. So,, the situation in that respect has 
v<;,ch^^ 

^; Ijfc FoBD. Mr. Buchanan? 
Mr* Bu<^^^^ 

/ // |)& you belieye there should be any increase in the family size offset 
. rf or independent 
\:\ Mrs. GoRDOx. Well, I am not prepared, really, because that is a sub- 
^ ject^that WQ have not had a chance to consider very carefully. After 
; ^11, these proposals have just come out within the last couple of 
'/ ivfeelkBi. I thmk that there might be a case for some increase, but 1 think 
:^ .*^0iO is pretty high because it means tlmt there are vei^^ few inde- 
;^ ,peTCent students \vno, would not qualii^^^^^ 

* ^ Mr. BucHA^irA:^. Were you su^gc^ihg that ^IAiVti^^^ has tptae to elim- 
* inato thetesten -v?> v; 

4 Mrs. GcHtpoN. I wouId:ndt say tlmt necessarily, tbut^ Carnei ' 

Council did^eiqpress that as a goal Toward which we kdilgbt^ 

i ''^he FederaPKole," whichMbme out in 1975— which I haye hc^tt^rr^w^^ 
^ reccm^ increa^ii^the appropriation for the coU^i^ Ai$&^]^^^ 

8bv^^ mpd^ me^i)st. ^t the right table heri^foom'^^^i^^^ 
1164^ |B^ich waii about: ivhat it >vas iii. 1974-75 when this rep^i^ jt:^ 
out, {^t$7()0 milli6ii]u^nstani 1974 ddllars. lilow, it is being.i]ijcijt^^ 
and wc^ ar&veoi7p|(^Bjx>see tl^ ' - ''^"^'-^i'^:. ' 

In general/ consifBmg the ve^iy l^ge increases that have t^pum 
in the appropriatioiis for the'bi^ic i^ucatio^al oppbrtunity^;fl^^ 
aloipg with some increases for the (J WS prpgrati(i^ tiiat probatty we 
have reached the p^lnt wliere it would hot be inappropriate to ipemoVe 
family incoihe oJiipbihity conditions fifo t|ie college work.st^dy 
program. " ' 'V.-' 

Ajid when I say ihjit^ Ki^^ I have in mind 

th4 fact that student^ rrain imddje^income^ and^pperrihiddle- 
income families, .do tehd--^n4; ihat^|^^ life th^ we cannot 

imore— to get better .stores on' ^^a^ and aptitud(B tests; 

• the hluidicap of coming from.a low-incbffle family i^ assdpi^t^d with 
low f tynily or parental levels of educati^iS^Stiid^ miakij?«- and 



: Ulip9l^^ can hold a part-time job, typically, 
' v.wi^pi|t ' siiSenng in teems of college achievement or college grades 

:]^^ have a goo^ eiducational background.' 

^ • one in which it is appropriate even- 

^^^^ 

■t there is another side to that coin. They 

• iiaay:^^^ in obtaining part-time 

: that is true, and nobdfly knowezactly how much 
:^ we nee^ in t^ciniB of oolleige work study v to supplement the kinds of 
: partrtime jobs ttutt students can get on their own. One has to be 

Mr. BuoHAKAN. Woulla you in any way give priority to 1^ '■ 
■ etudentst ' 

Mj8. 6or^ the prosopal that is before us is to relax the 

^ f ajiaily inoome eli^bihty conditions, and direct a certain proportion 
of .the added colfege woric study funds' to families with mcomes of 
$16)000 or ]^ore; this we support. I really do nctt want to be pressed 
too much farther than that % / , . * 

Mr* BiTCHAXAN. Although I am a cosponsljijpil^.j^^ propb^ before 
us, I am still exploring it myself. The present pijpfibsal really is Chair- 
man Ford's proposal as negotiated and compromised in communica- 
tion With the Whito House. While 1 am delighted that we have a Presi- 
dent who has come forward with a maior initiative, and I in no way 
mean to discount that, it might be useful to understand that this Presi- 
• '^i^^'s proposal was pretty thoroughly written bn the Hill. 
^v?t;?¥^^ would haye liked it much better before it went 

V ^^^hrough the Office of Management and Budget. [Laughter.] 

Mr. BucHANAK. Where would you place Sie cutoff for an average 
family of four, at$;8,000, $20,000, $g^^00, or at another level? , 
- Mrs. Gordon. I'have not worked thilt out exactly, but I would go " 
on thfe principle of reducmg somewhat, a* Senator Pell has suggestediS ' 
the percentage that the family would be expected to cfmtribute, wher^ 
ever that fell. I really do not want to be pressed on that detail. I ' 
thmk $25,000 is too high. t ' V 

^ BucniKAN. Dp you l^^e any suggestion— and I realize, you 

:^ : ::SV*you may not be prepaita to speak- specifically on the question . 

to how much of the $1.2. billion new money 
• ^® jf^^^ ^^'^ should put m the SSIG and SEOG 

j^^i^oRDON: Well, we have i^ommended in the past— iet me lopjc : ^ 
at ttiat same table agam— a gr^duAl increase. I streskthe word "grad- 
ual here because when were^p^epiaring the 1975^ reiport'(iane(J^^e 
Federal Role on Postsecondary Education," we recognize^ {hat itofli 
the pomt of view of the overall Federal budget, the number of Vett^ - 
erans who would be eligible for GI educational benefits, which 'has 
.been m recent years the Jargest Federal program, would be deyimnr 
as the number 9$ years since the height of the Vietnam conflict rose; J * 
•and therefore,' frt>m the point of view xiif the pverall Federal budget* ' 
there was a^ctiise for ^adual increases ih appropriations for other* ' 
student aid proOTams.^rom the- fiscal point of view, it could be done 
mbre easily as the GI expenditures declined. ^ . . , 
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We recommended at that time an increase in the SSIG program 
in iBOnstant 1974 doUars from $20 million m 1974r-75 to $470 mUlion 
in 1978^80, For 1978-79, the amomit would have been $360 million in 
1974 dollars. Now, .that, of coursers a great deal more than is being 
allocated now, and one could jriot lump that fast; pre3umably. 

So. I have a little difficulty in coming up with a^precise j&gureTKr 
SSI0. 1 J^ould think going up to something like $100 million at this 
point WiJuld be appiropriate'. As I say, the progium has really been 
yeig^ effective the States to comei forth with more 

spholarship funds. We think this is the major direction in which we 
bught.to go, and that the BEOG program should be regarded as a 
program^r primarily, to aid students to meet their noninstructionat 
costs, and that the State scholarships sliould cover the tuition part of 
the This WQuId be particularly aporopriate because thfe States 
do d^i^ the level of tpition in public higher education. 

Mr.' BucHAi^AN. We h,aflKjt proposal by another witness before the 
subcommittee that ther^Jb*-* twortier approach. ; 
Mrs. GtoRDON. That is e^ntially'^hat.<|^m talking aboiit. 
Mr.^BuCHAN AX. To. stimulate tno3e St^i^ that are already over-r 
matching suhstirtStially by having^ Mlihg base year on appropria- 
tion in eicess' tff the $75 million. %ose States who are already par- 
ticipating—a number of States are already substantially overmatch- 
ing—would have a new incentive for matching funds. 

Mrs. Gordon. Well, that goes back to a problem, Mr. Buchanan, 
that we called»|ittention to in our r6p0rt. When that legislation, iv^as 
adopted in Federal matchik^f was to a^pply only to incr^§^ 

from 1972-73 that was Ve|y inequitable in a way fot .fli^j- 

States. that^aireSay^ 

Soj. we have made a propxjfsal to go h^ck to 196^-70 as the matching. 
.;^a^ W^^i^^^ particularly -bcjciause that is the first year for 
^^dh thei>e ;^ice rgeneral statistics on State scholarship ^^rograms. It 
be jripre^^^ wjiat a §tate had been dppropriat- 

:^ li^B you \veriiMck before that date, although- i^,:tv'o)fld M be impos- 
;^:.;.^iWeJ^ ■ ■ ■ /iff'v ^ 

j: York, California, Illvioijs/ andiS^^ par^r 

; -i tic^^ are getting minimum beneg^irpm the SSlG program, espe- 




furide from SSlG. . ... , ... 

; :y:'';Mr./Iip^^ tfc W^di^m there wQuld have to be oth^r JStates 

Who by tlbw also are wtip^ ydu think itts^ould be ad!vanta- 

ip2otisii;Aye changed the. ba^ed- year rolling the base year? * / - ^" ' . 
! :Mr^ Obi^^ Well, ! wbiild. think that is certainly a concept 'wbrth 
U^li^g I have not thought about it. 

Do^you have any further comments on SEOG? 
,^ ^Mi:d^.JGtowx)if. Well, in the past we have recommended gradual phas-' 
ing b\it of most of the SEOG appropriiition on the groupd that this 

Program has not been equitable m terms of the way it ha^orked out 
am basing that statement on two studies that I. am sure, members 
of the Subcommittee are familiar with, that were conducted by the 
College Entrance Examination Board. However, it is clear that the 



160 



SEOG program la very popular with institutions and with student aid 
officetis, because, it doee give them some flexibility; it is administered 
through them, 

We^ are working now toward a proposal under which the SEOG 
program would aj|i institutions in meeting specii^l needs that could 
not be met yei^ readily through a combination of J^EOG and SSIG. 
It might be in a State wh6re there are practically no StatS sdiolarship . 
funds, for example, that SEOG would play presumably a more im- 
portant role. i',-. ; * 

Mr. Buchanan. Th^nk you very much. I appreciate so much your 
. contribution to our heariaig. — 

Mrt Ford. Mr. Cornell ? 

Mr. OoRNEUi. Would it be proper for me to conclude from your 
written and verbal testimony tjiat, really, what you disapprove of in 
the legislation before us is substantially based on the same ground of 
why you disapprove of the tuition tax crej^t?,. ^ 

Mrs. Gordon. Well, I think that conmient i^ould apply particularly 
to the $250 flat grant. 

Mr. Cornell What about the $40,000? . ■ 

Mrs. GoRWN. That is a different kettle of fisli, I think But tlie $2i^b 
flat grant not only depaits from the principle of family contri^^utibn 
iwcording to need, but it carries the same danger, I thinkiJtj^^ 
tuition tax ci*edit does, that because it is so small in relation t<^.;i^ti^ 
in private higher education, once you adopted t^t kind.'qj^^.^p^ 
-^vthero would be very subst»ntiaj['yp^^^^ to inijfeease the aijtjid^^^ 
•^to increase the upper family iii(cCa^^^^ to wKich it' a,|ipMd;; 

. And then, the cost of thmt'i^^^^ become' v^ry gt'ie'at. X 

i'inore you increased it,, tfi^.m depart from tKe p11ii6i^^ 

ydf family contribufjioh ai^tirgiift^to^^^ ; ' ; / . " - 

Mr. Cornell. In joyjt-'pyopoj^ Student Loan Bank, how 

would eligibility be determhiQd^^ ^ * 

Mi s. -<j0RD0N. There wdulet; riot be any. 

AIa\ Cornell. There wbuid riot l>e any ^ :v 

Mrs. Gordon.^ No, You see, interest would riot be subsidized undel: 
that proposal. TKe^case foi: an interest ^bsidy is strong if you warit 
to geai^e funds mostly to low-incom& students; but if you have a 
comb|narion of grants, work study, state Scholarship programs, and 
so on, :\yhich pretty well meets the needs of low-income students,vti6^n 
the api^ropriato role of a loan program is to aid those studehts whose 
families for one reason or another-^and tKis would be chiefly middle 
and upper income families— cannot meet the rieeds of their children 
for highiBir^ucation. . . = ^ 

We. do not tliink that there have to be, strings attached if yo,u get 
awa^^' froiii an interest subsidy program. It is true that some people 
niay^oveibprrow, and we did in our proposal set some limits ori the 
totflfl amount of borrowing in a year, or over the total period of Joans. 
But most people are' inhibited from borrowing very muoh by the 
di^ik^of indebtedness, the interest obligations accrued, and so on. 

Mr.; Cornell. Why I asked you that is, there ai-e a few of^s ori 
the subcommiftee who ai-e intei-ested in the possibility 6f a universal 
loan program. ' • . . 

. Mrs. Gordon, Good* ' ^ 
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J^lbioug^/whiirt i*vyou talkedii^ut the deferred 

^ior those that had> after thej finished their cdllege ei^ucation. 
ina>me^^}^^^^ underatand that thcgf; wp)fl4 haye^^ . 

Gtorob Yes ; it would be essentially tfie fianne inters rartej^ 
' " ' n y^r^a; Ipngep 

ihterest ntte^ire very^ much 
^d in 1^0--we r eistimated 

l^4]i^e^y^^^ 

^.,0004^ yiaar, 
'fi^iji mea^n, of course, - 
awhile a tftudeiit is en- 



,^aied^ -at the time?— and I dp not 

;&|9terent this pij)pp8al ^as.^ 
( that the rate of repayment in oid¥i 
about thre^-quarters of. i per<^nl! 

JiTow, when saV intere^ wouM ^ 

is that th^ tbtil aniounf ^^^^^ . 

•^rolied, ^uld then be aj^Hed' ip^ j^^^ at the time the 

rep^^eiit period begaii,; Tha^^^ tepayment 
. periods iftloiig?^ . . . 

* Mr,Fo«D.Mr,Biaggi? ^ ' V' ;^^V^ • > ' ^ 

Mx. BiAD^i* I just M^ye onfe question, Mcs. Cfordcm. Dunrig^m^^ 
hearing ofihtf Seriate and the House, it was suggested tJiat tJi 
3Qigibifit;3r,^uiremen^^ and Ifjmt wodd yiinmala^'^^ 
:mrk, VB^hiciiti;^ms to be very burdensqyrie in the stiii^^!lpan^^p 
ind j^i^ right <to apply, wheth^M^\their felhi^/^-in^ 1 

come wa|r $40,000 op othief wise*. VVould you care to coiplnent on tHatf i 
Mrs. 06BDON. Well, I think I have implied i^i my'^itevious commits ^ 
whatmj answer to that would be. The fei^se for an interest subsid^^ 
opposed toi defer^l|;l of interest j becomes weaker and weaker the higl)^ 
the incwne of the families that are affected. Furthermore, brinpttg 
l^ght&teomewaniilies into this program would increase the danger" 
.that b^ks, which B.re obviously ppingf to be. concerned with the creait*- 
stindilig of the family, m aAy tight money, riiarket situation, would 
give preference to students from affluent families, ' ' 

Thtf National Students Loan Bank, we think, does not have that 
'Objecl^on because there is no interest subsidy, it is . not a subsidized 
program, except to the exteht that the rates charged Would have to 
covel^ situations in whicH a borrower died at a later point; or became 
permaiiently and totally disabled. 

Mr, BiAGOi. The relationale behind thai'suggestibn was ♦that there 
would be relatively few sthdents of that income category making ap- 
plication, and by virtue of permitting the distinction, it would elim- 
mate the very costly procossirig c^ration.i 

Mrs, GorUon. Well, I think that is certainly true, but some of our 
objections to the combination of GSL and the direct student loan 
program would still hold. We really think Congress should take a 
serious look at a more tiriifbrm*National Student Loan Bank type 
of loan program. ^ . :i ■ • ; 

Mr. BiAooi. Thank you, Mr. Chairman.; 

Mr. Ford. Thank you very much. I am sure the committee, in con- 
tjamplating the reenactment of the Higher Education Acit in 1979, will 
be looking at that arid other aljerna4;ivestthat^haye' been floating 
"around for some time.^ Biit, I have tg tell yoirthat I am less than- «a- 
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tKuiBiastic about fciecoming involved in that kind off a dramatic chainge 
rin conjunction with tills rather temporary approach^^ ' : > ' ; i , 
Mys. Gordon. Oh, yes, I think that is a perf^j&tly i^asoriabk^ 
• tion. Yqu cannot overhaul the whoW student loan f^ri^gi^^^w before 
1979 amendments, . ' • *• ' ' .y,'*-^. . ■^'y-t-c-'u''':' '}\ 
• Mr. FdRD. Thank you, very much for your assistance' tp us, ind for . 

JSfow we have Dr, Padl j. Reiss, executive vice pi'esideht 'of.Ford- 
> -hain Xipiverdty, who i? here on l%i%ilf -df Father James Finlay, the , 
;. ^p^eside^lt pfFordhana* ; • >. V 

,1 reeogfi^^e Mr/]iii^ . : ^ 

. It is with regret that Father Finlay, the presi(ient of I^drdHam' 
; ' University, was not afelo to testi^, but I am happy that he sent Dr. 
Paul Reiss instead, his executive vice president. " / ' 

, \. Fordham University, as most people throughout the world know, 
■ V is an outstanding iitstitutioh, located directly in my district; We have 
^ \ a very close rappoi-t/ It represents opportunity for substantial ediica- 
VJ^ tiori, and it requires the kind of assistance that welliave been trying 
to provide in this committee and the full committe^|mr some time, 
} Happily, I feel confident that Dr. Reiss will beoddressing himsel^E' 
to it in a ^:pry able f iishion. This legislation, I believe, will provide some 
■ - very substantial assistance. I ^ 
Mr. Ford, Without objection, the prepared statement by Dr. l^eiss 
• >yill be included in full at this point in the record, and you m^ 
•proceed to highlight it, or add to it. ^ - 

' [The statement of Paul Reiss follows :] 




STATi,U]BW? OF Paul J. BEIBB, BtKOtmVR VlCErPRfiSIOBNT, FOBDIJAM UNlVEBfllTY 
MR. CHAIKMAN* AND HEHP«IS OF THE SUBciDhHmEE ON Pb^TSECQI^PARY EDUCATION, 
1 AM DR. PAUL .REliSS, EXECUTIVE VICE PRESIDEi^T AND PROFESSOR 'OF * 
SOCXOLOq^^AT FCWDIAm UNlVERSIXr IN NEW YORK CITY.. ^ TIffi REVWEND JAMES 

•. *• ■ ■; ' , ■ • . ■ ' i, '" ■ " - A;/. ." . •' 

C. PSNUY» S.J.," PRESItoCllT Of THE UNIVERJ51TY WISHED TO ADPRESS YOU TODAY, 
BUT Wi^S UNABLE, TO RE-ARRANGE JlIS SCHEDULE.: '"wHlLE I HAVE 'OiiLY .ATTEMPTED 
TO' SUBSTlTUTt FOR FATHER' riNUY ON A NUMBEJl OF OCCASIONS IN RECOCT . 
YEjiRS,. ON* THE ^MATTER , BEFORE. THIS SUBCOMMmEE, HR l6854» THE/MIDDLE 
IHCO«' STUDENT ASSISTANCE ACT, I MIGHT EVEN Bt ABLE TO SPEAK WITH 
aEATER AUTHO^tl^l'^D XNTEJiSITY, DRAWN FROM PERSONAL EXPER lENCE,- THAN. 

COULD HE%: NOT AS E3CECUTIVE-.VICE PRESIDENT OF A .LARGE UNIVERSm, BUT . 

I '■ ■ ■ ■ ' . ' 

As FAtHER OF A LARGE FAMILY WITH FOUR XHlLDRfN CURRENTLY ENROLLED- jj^ 
feOLtEGE I CAN PERSONALLY AfPRECIATE AND ATTEST TO THE IMPORTANCE OF d 
-SjTliDEHT^^ASSISrANCE IN'POSTSECONDA^Y EDUCATION. ? FATHER FTNLAY'S » 
CHOtol.LlFE'-^LE DOES NOT PERMIT HIM THIS EXPERIENCE. / 



IT I$'VlTH PARTICUIJW ' PLEASURE ALSO TO BE 'ABLE TO TESTIFY AT THE. REQUEST 
.'.OF CdNGRESSKfiW' 'MARIQ BIAQGI. WE AT fORDHAM REJOICE AT BEING REPRESSED ■ 
ViN CCM^GRESS-'AND ON this IMPORTANT SUBCOhfrJlTTEE .^Y ONE. WHO • HAS " FOR H&Y; 
:'. YEARS DEMONSTRATED CONCERN OVER THE. ISSUES FACING HIGHER EDUCATION, /ND 

WITH ONE WHO HAS PROVIDED THOUGHTFUL SUPPORT FOR OV^ EFFORTS W BEHALF . 

OF 'the EDUCATION OF THE YOUTH OF OUR CITY, STATE AND NATION. ' \ 

IN FORDriAM UNIVERSITY, m STUDENTS AND THEIR FAMILIES THI^ SUBCOMMITTEE, 

• ^ ■ ■ ■ 

SHOULD BE 'ABLE TO PERCEIVE IN VERY CLEAR TERMS THE ISSUES AND PROBLEMS 
INVOLVED IN THE FIiJANCING OF {^bSTSECpNDARY EDUCATION WHICH NOW FAC.E THg 
.NATION, AS WELL AS THE MANNER IN WHICH HR 1085^ WOULD HAVE AN- IMPACT ' 
UPONV THEM. . .;FqRbHA^ 1841 BEEN . 



PROVIDING HIGHER EDUCATION IW. STUDENTS, COMING PREDOMINANTLY FROmWaN. 
UORKINQ CLASS AND MIDDLE INCOME- FAMJ LIE 5. A 'LARGE PROPORTION OF OUR 
STUDENTS C0«: FROM FAMILIES" WHERE THEY 'REPRBSENT THE FIRST GENERATION 
TO ATTEND COLLECT. THROUGH THE YEARS IJfll'fcRANTS AND JHE CHILDREN OE , ■ •*' 
• I^flIGRANTS HAVE CONSTlTOTtD A SUBSTANTIAL PORTION OF THE STUDENT BODY. 
rOLLOWING THI^ TRADITION, STUDENTS FROM MINORITY GROUPS, PRIMARILY 
BLACK AND PUERTO RICAN, CTURRENTLT^ CONSTITUTE ABOUT 18% OF THE STUDENT 
BODY- -A RELATIVELY HIGH PERCENTAGE FOR AN INDEPENDENT COLLEGE - . 
FINANCED PRIMARILY BY TUITION. V 

F(»DHAM UNIVjfifisiTY IS PROtlD Of ITS RECORD, 'tTS CONTRIBUTION TO THE . 
HIGHER EDUCATION OF THE AMERICAN POPULATION 'aN4) TH&' ACHIEVEMENTS OF 

■ I ■■ 

ITS GRADUATES. THE UST DECADE, HOWEVER, HAS BEEN ONE OF CONSIDERABLE . 
FINANCIAL DIFFICULTY FOR THE UNIVERSITY. WE EXRERJENCEP A SEVERE FINAN- 
CIAL CRISIS FROM WHICH WE ARE STILL ATTEMPTING TO RECOVER. EVENSO, WE ' 
HAVE ACHIEVED A MEASrURE OF SOME STABILITY IN MAINTAINING A BALANCED 
BUDGET FOR THE PAST EIGHT CONSECUTIVE YEARS. BALANCE WE MUST FOR OUR 
RESERVES ARE VERY MEAGRE. THE LONG TERM MAINTENANCE AND RENOVATION 
OF^ORSmSICAL PLANT HAS COnISEQUENTLY SUFFERED: AND THERE IS LITTLE 
MONEY FOR THE NEW AND VALUABLE PROJECTS WHICH WOULD ENRICH THE EDUCA- 
TION OF OUR STUDENTS. . THROUGH ALL THESE FINANCIAL DIFFICULTIES THE UNIVER- 
SITY HAS MAINTAINED A POLICY OF KEEPING ITS TUITION AS LOW AS POSSIBLE 
SO. AS TO KEEP A FORDHAM EDUCATION WITHIN THE MEANS OF THE WORKING CLASS 
AND MIDDLE INCOME STUDENTS WHOM WE HAVE TRADITIONALLY ENROLLED. 

>ejIJKCURRENT TUITION OF $2,800 FOR A FULL-TIME UNDERGRADUATE ON OUR 

BRONX CAMPUS, AND $2,A6A ON THE CAMPUS IN MANHATTAN ARE LOW BY STANDARDS 
I OF PRIVATE COLLEGES AND UNIVERSITIES. THE STUDENT ASSISTANCE SUPPORT 



iK^exvED w ow^TtiDorrs prom fcdcrai and state programs H4V|. or course 

ASSISTED VaMILIES IH^VtlHG THESE COSTS AT PORDHAM, FOR THIS WE ARE , , 
imt GRATEPUU ^ " • ^ • - . 

4T VE PRESENT TIIC, HOWEVER, PORDHAM, ALONG WITH OTHER COLLEGES AND 
WIVCRSITIES, IS FWDING THAT T|E COST OP PROVIDING QUALITY HIGHER 
toOCATICH IS mCREASIMG SUBSTANTIALU EVERY YEAR, DESPITE THESE 
4MCREASING COSI^ FORDHAM ATTEMPTS TO KEEP TUITION INCREASES TO T^ 
ABSOUm MIN|^ NECESSARY, -liJ^ITH PUBLIC SUPPORTED INSETITUTIONS ALL ^ 
AROUND US OFFERING HIGHER EDUCATION AT A MERE FRACWON OF THB^COST 
^ TO THE STUDENT fTTENDING PCRDHAM. WE All? OBVlOUSLJf, NOT TOTALLY FRE% i 

TO RAISE OUR 'tuition IF WE Wl||||^AS INDEED WE DQ, TO CONTINUE TO 

'•^ f ' 

^DUCATE A BROAD SEGMENT OP THE POPI^-AT ION IN OUR AREA, 

WHO ARE OUR STUDENTS? THE^|^RE NOT AFPLtfENT; lH FACT THEIR FAMILY 
mCOMEIS ARE LOWER THAN THOSE OF THE AVERAGE STUDENT ATTENDING COUZGE 
FROM NEW YORK STATE, THEY ARE, "HOWEVER, ACADEMICALLY ABLE, BEING 
ACADEMICALLY ABOVE THE AVERAGE OP CfOLLEfe APPLICANTS WITHIN THE STATE, 
THIRTY PERCEN^^F THE FORDHAM UNDERCKADUATE STUDENtS RECEIVE BEOGS 
ASSICTANCE, IN ADDITION, ThE UNIVERSITY AWARDS $3 MILLION FROM ITS 
OWN CURRENT ftjNDS AS FINANCIAL AID, A FIGURE WHICH REPRESENTS GNE- 
TENT^OP ITS TUITION REVENUE, ♦ 

Birr THE ASSISTANCE FROM FEDERAL AND STATE PROGRAMS AND FROM THE 
UNIVERSITY ITSELF IS NOT ENOUGH. MOST. OF THE STUDENTS HOLD PART- 
TIME JOBS,SO>ft WORKING TOO MANY HOURS TO THE DE-HlMENT OP THEIR 
ACADEMIC WORK, ABOUT THREE-QUARTERS OF THE STUDENTS*WHO CROP DO SO 
BECAUSE THEY CANNOT COME UP WITH THE FUNDS NECESSARY TO CONTINUE, 
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LET m READ TO YOU A PORTION OF A LETTER BY* SUCH A STODENT WHICH -WAS 

PUBLISHp RECENTLY IN #UR STUbENT NEW^PAPER,-' THE RAM ; 

I AM A FRESHMAN HERE Xf FORDHAN UNIVERSITY, 
AND SINCE Hi RETURNING TO THE CAMPUS, I HAVE 
BECOfC FEARFUL THAI I MAY NOT MAKE. IT TO 
SOPHOMORE STATUS. 

I AM A FULL-TIME STUDENT WORKING W NGN- ^ 
EDUCATIONAL HOURS AS A MESSENGER FOR A LAW 
FIRM, BECAUSE OF FAMILY FINANCIAL PROBLEMS, 
RANGING FROM MEDlf INE FOR A PARENT, PROGRAM 
♦ FEES FOR A MENTALLY RETARDED SISTER, HIGH V 

MORTGAGE PAYfedTS, AND ALL OTHER USUAL 
EXPENSES, I hXvE TAKEN THIS JOB TO HELP 
. CONTRIBUTE TOWARftS M3f COLLEGE TUITION. 

WHEN I ENTERED THE UNIVER^TY, I WAS ADVISED 

* ^ TO SECURE A' STUDENT LOAN EACH OF M3f FOUR 

YEARS. ftCAUSE OF THIS NECESSITY, I, AND 
OTHERS, WILL LEAVE COLLEGE AT LEAST $6,000 
IN DEBT. I AMJIOT LOOKING. FORWARD TO THIS 
" ASPECT OF W FUTURE. * 
' » FORDHAM UNIVERSITY HAS GIVEN W BROTHER ANtX^ 

SISTER A COLLEGE EDUCATION. THE SAME IS TRUE* 
FOR W SISTER-IN-AAW, AlgO MJf BROTHER-tN-lIAW 
(ALSO A OlADUATE OF FCADHAM UW SCHOOL). 
W BROTHER- IN-UW«S FATHER^ RECEIVED HIS 
MASTER'S DEGREE FROM RpSE HILL-I REGRET ; 
THAT DUE TO THIS TUITION INCRBWE I WILL 

• NOT BE THE SIXTH MEMBER OF MV FAMILY TQ 
PASS THROUGH THE GOLDEN GATES OF'GRADUATiON. 

• I HAD ANTICIPATED ATTENDING LAW SCHOOL, MOST 

PROBABLY FORDHAM* S, BUT I NOW FEEL THA^ I * 
.CAN ONLY ANTICIPATE AN INCOMPLETE EDUCATION 



^PERHAPS THE MOST SICHIFICANT DEVELOPMENT' IN THE FINANCIAL AID 
PICTURE TODAY IS THE INCREASING APPEALS FOR HELP WHICH WE ARE 
RECEIVING 'FRO!* STUD^^TS WHOSE FAMILIES ARE IN THE MIDDLE INCOME 
CROUP. IT IS CLEAR TO US THAT I^Y FAMILIES NOT* NOW BEING 
ASSISTED THROUcil BEOGS ARE IN DESPERATE NEED FOR HELP; YET WE 
HAfE.NOT BEEN ABLE TO MEET THEIR NEED. * # ' 

IN THIS SITUATION WE AT FORDHAM, INCLUDING THE 'FAMILIB€ OF STUDENTS 
. THAT TH^ INTENT OF THE MIDDLE INCOME iSTUDENT ASSISTANCE ACT IS 
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M3SX TIMELY: 1t WOULD SEEK TO PROVIDE ASSISTANCE WHEr! IT IS NOT ONLY 
NEEDED BOX WELL- DESERVED. WE WOULD LIKE TO LEND OUR SUPPORT TO SUCH 
ErrORTS AND EXPRESS OUR APPItfCIATION TO THE ADMINISTRATION AND TO 
. CONGRESS FOR THEIR RECOCWITION OF THE IMPORTANCE OF IMMEDIATELY 
ADDRESSING THIS PROBLEM. 

ON . THE WHOLE WE FIND THAT THE STUDENT ASSISTANCE PROGRAMS CURRENTLY 

IN EXISTENCE PROVIDE ADEQUAT;E MECHANISMS TO MEET THE FINANCIAL NEEDS 

OF COLLEGE STUDENTS, THE OVER-ALL FUNDING LEVEL OF $5,2 BILLION, MAY-^^ 

ALSO BE. SUFFICIENT IF PROPERLY ALLOCATED AMONG THE SEVERAL PROGRAMS , 
C-T r — ■ 

THE QUESTION OF THE MANNER IN WHICH FUNDING IS ALLOCATED AMONG THE 
SEVERAL PROGRAMS IS, HOWEVER, MOST CRITICAL, IT IS HERE WHERE WE 
WOULD SUGGEST A SOMEWHAT DIFFERENT THRUST FOR THIS LEGISUTION, 
MORE WILL BE SAID OF THIS UTER, • 

* AT THIS TIME I WOULD LIKHT TO DIRECT THE SUBCOMMITTEE'S ATTENTION TO 

J- ■ *" 

THE PRINCIPLE OF NEED AS THE BASIS OF DETERMINING FINANCIAL ASSISTANCE, 
NEED HAS BEEN THE BASIS FOR THE STUDENT ASSISTANCE PROGRAMS TO DATE; 
PROGRAMS WHICH HAVE BEEN DIRECTED LARGELY TO STUDENTS FROM THE LOWER 
INCOME FAMILIES, AND PROGRAMS WHICH NOT INCIDENTALLY HAVE GREATLY 
ENHANCED FREEDOM OF ACCESS TO HIGHER EDUCATION, THE PERCEIVED NEED 
FOR ASSISTANCE TO THE MIDDLE INCOME STUDENT HAS BROUGHT FORTH THEv 
BILL UNDER CONSIDERATION TODAY, YET THE PRINCIPLE OF NEED IS 
ABANDONED IN THE PRESENT BILL IN THE PROVISION FOR A GUARANTEE OF A 
$250 BEOGS GRANT P^^ STUDENT PER YE^WITMOUT REGARD TO NEED, W, 
CALIFANO STATED THAT BEOG GRANTS ESTIMAT5D;AT $700 MILLION WILL GO 
TO 2 MILLION MIDDLE INCOME STUDENTS NOT PREVIOUSLY PARTICIPATING WITH 
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A GU4|ANTeE OP $2M) FOR EACH STUDi3<T. $500 OF THE $700 MILLION WOULD BE 
USED UP IM niOVIOING $250 MINIMUM GSLAi^p. 

fnCRE IS NO DOUBT THAT JWi STUDENT i:o!&f$ COULD USE THE $250. BUT 
IS THIS THE NDST EFFECTIVE MANNER IN UHIiiH TO ALLOCATE THE FlUDS WHICH 
CAN BE MADE AVAILABLE FOR STUDENT ASSISTANCE? 1$ THIS THE APPROACH 
BEST DESICMEO TO ICET THE MOST PRESSING OFJIEEDS AMONG MIDDLE INCOME 
STUDENTS tODAY? I THINK NOT. > ♦ 

THE NEED FOR ASSISTANCE WHICH MIDDLE INCOME FAMILIES HAVE IS DEPENDENT 
UPON TWO MAJOR FACTORS. ONE IS THE FINANCIAL RESOURCES WHICH THE 
FAMILY DOES OR DOES NOT HAVE. USING FAMILY ADJUSTED INCOME AS A» 
STARTING POINT, AN|> CONSIDERING OTHER FACTORS SUCH AS SIZE OF FAMILY 
AND NUMBER IN COLLEGE, WE NORMAUY CALCULATE AN EXPECTED FAMILY 
CONTRIBUTION TO THE TOTAL EDUCATIONAL COST. WE ALSO CALCULATE THE 
TOTAL COST ITSELF WHICH VARIES ACCORDING TO THE RATE OF TUITION 
BEING CHARGED. ON THE BASIS OF THIS WE CAN DETERMINE THE NEED, IF 
ANY, FOR ASSISTANCE WHICH SHOfULD BE^^CT IN EACH INSTANCE. 

LOT ME ILLUATRATE THE PROBLEM WE PERCEIVE WITH THE PROVISION OF 
THE PRESENT BILL GUARANTEEING $250 WITHOUT REGARD TO A DETERMINATION 
/of need. (I ^ ADDRESSING MYSELF AT THIS TIME TO. THE CHART ON TH?j^^ 
NEXT PAGE.) 

A FAMILY SOMEWHAT TYPICAL OF THE MANY MIDDLE INCOME FAMILtfes OF 
STUDENTS ATTENDING FORDHAM WOULD BE A FAMILY OF FOUR WITH TWO 
CHILDREN ATTENDING COLLEGE AND WITH A TOTAL INCOME OF $18,000. 
A STUDENT FROM SUCH A FAMILY MIGHT ATTEND FORDHAM OR:COULD, OF 



p|tOPIIE Or'fORDHAM MIDDLE- INCOMS STUDSNT:"^ 



Student froi!i>a faaily of four (two parents and two children, 
both cblldren attending college), with an Incoae of $l8,000. 



FORDHAM CUNXtSUNY 
Tuition S2,800 875P 



Parental 
v Contribution 



Estimated 
TAP Awafd. • 



Carter/Califano 
BE03S 



Total 

Assistance 



$1,270 $1,270 



400 IQO 



250 250 



SI, 920 SI, 620 



&880 

, in unmet 
need 



$870 
in excess 
of need . 
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: : COURSE, 'ENROIX AT CHE OF THE COUEGES OF THE STATE UH I VERS ITY OF NEW 
• . i YGitK OR THE CITY 0«IVERSI^'"OP-HE«.X«Kj IN EACH CASE A CSS* NEEDS . 
. \^y^MjLYSlS m EXPECTED PARENTAL CCNTRIBUT.I ON OF $1,270. 

\ !^THE ADblTICH OF A $250 BEOGS GRANT 'SO A UOM TUITION (STATE SUBSIDIZED) 
' ittID •STATE TUITION ASSISTANCE GRANT WOULD PROVIDE-THIS STUDENT WITH ASSIST- 
' ANCE 'SHBSTANTTyajLY IN EXCESS. OF NEED IF ATTENDING A WW TUHION, 
JWSTITUTICIi. YET IF THE STUDENT ATTENDED FOR DHAM HE OR SHE WOUJ 
: HAvE'A SUBSTANTIAItUNMET ^EfiD REMAINING. / . . 

THUS THIS PCRnON OF THE BIlI WIU'HA^ THE EFTECT OF UNDERMINING 
RATHER THAN FURTHEl^ING FREEDOM OF CHOICE OF^ IN SI ITUJION IN HIGHER EDUCATICH, 
IN AORTION TO FREEDOM QF ACCESS TO . HIGHER, IIDUCATION ONE OF THE UNRR- 
Uf illC PRINCIPLES OF OUR' sApORT FOR HIGHER EDUC^ITIION HAS BEEN THAT 
FURTHERING FREEDOM OF CHOICE. IF. WE AIXOW THE FINANCIAI< SUPPORT 
BECOME SO UNBALANCED AS! IN THE NOT UNCOWfeN CASE WHICH I JUST ibgCRIBED,V 
FREEDOM OF CHOICE BECOMES NON-EXISTQJT, Tjfts PROVISION OF THE BIl^ . 
THEREFORE, QUITE BLUNTLY,. MAKES /» Ed^CATION SOUGHT IN THE INDEPENDENT 
SECTOIJ Evdi MORfc ECONOMICALLY DlSADVANTACfOUS 'MAN IT IS AT PRESENT. . 

m THIS CONNECTION,* I MIGFTr-i RECOUNT TitE Ti^ OF A CLASSMATE OF Ml. 
CALIFANO AND MYSELF. (HOLY^ CROSS COLLEGE CL^S OF 1952). THIS BOY 
* -FROM THE MIDWEST Hl(U),i|i EXCELI£NT ACA"DEMIC R^ioRD if HIGH SCHOOL, . ' 



AND WAS TOLD BY HIS FATHER 

' r ■ . ■* 

COULD ATTEND ANY COLLEGE 
*^.PERHAPS 8.10 CAMPUSES; REV 
. AIJRIVING HOME AFTER TH 

MOIT THAT NOW THAT HIB S 



V 




iLUWUS HIMSELF), THAT Hfe 
THE tlkt JHEY VISITED 
CATALOQUES; ETC. UPON 
'ATHER REPEATED THE. STATE- 
ALL THE COLLIES IN^WHiCH 




BE HAS INTCRCSTED) HE «f 



FREE TO C\ 
AOOCD: "I»IX PAY THE TtJltjtCH AT HO: 



WITHOUT REASON ABLE BALANCE IN F 
or CHOICE AT ALL. 

rClRrDNATELY . THERE IS AUlEADV'i 
ASSISTANCE PROGRAMS WHICH A^j 
• THAT DESCRIBED ABOVE WHERE 
SPEAKING OF TIRE CAMPUS 
STUDENT LOANS; AND THE SUPPi 
ALL THREE ARE VALUABIZ> BUT; 
IS THE SEOGS PROGRAM. Wel^l 
"FOl BEGINNING STUDENTS 1^^ D: 
AVOID FORDING STUDENTS jJo4i 
IMDERGRADUATE PROGRAM-^ 
STILL AHEAD, 





ONE HE WANTED* BUT THEN 



.TkllS FREEDO^ OF CHOICE, 
ISTANCE IS NOT^ FREEDOM 



AN INTEGRATED ARR/fY OF FEDERAL 
Ea'TO:.PROVID^ HELP IN CASES SUCH AS 

S sObSTSwTIAL UNMET need. I AM 

»•'■■ » 

vCrK STUDY GRANTS; GUARANTEED 



ITARY' EDUCATIONAL ASSISTANCE GRANTS. 
^ARTICuiAR VA^UE FOR MANY STUDEJJTS 
TS ARE NOT ALWAYS AFPROPRIATE, ESPECI7 
LT ACADEMIC HIOGRAMS. TOO, WE SHOULD 
tiVT LOANS PORtl^^iiiYEAR OF A FOUR-YEAR 
OR PRpi^SSIO^AL SCHOOL POSSIBLY 



SEOGS HAVE SEVERAL DISTINCT 



i4i ■ 




THEY EN. 

LEjSitjr 



FINANCIAL CIRC 



THEY ARE BASED 
BUT WIT^rSUFFlfi^ 
EXERCIS?5 " " 
KHDWI^D 




MADE ON THE LOCAL 
S. DECISIONS CAN THUS 
OUNT THE PARTICULAR 
EACH STUPENT. 



CLEAR DETE31MINATI0N OF NEED 
tfeqlTIMATE DISCRETION BEING. 
f/JiPUS LEVEL, WHERE T^p MOST 
SIWS CAN BE MADE. . 



Sis' EXTRAORDINARY«NEEDS WHICH 
THE DEATH OF A PARENT; A CRUSHING 
BILL; ETC. 

THEY CAN PROVIDE THE NECESSARY BASIS 
'exercise of FREEDOM OF CHoFcE. 



'0. 




a 
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THE SEOGS PROCRAM IS CURRENTLY FUNDED AT $270 MILLION. IT SHOULD BE 

IMPROVED TO AT UAST $350 MILLION AS THE PROGRAM BEST DESIGNED TO MEET THE 
r . . ■ . . ■ . . ■ ' 

R EAL HEEDS OF M I DDLE INCOME b ' i ' UUENTS. T HIS IS ONLY . ONE-HALF TIE ESTIMATED 

(I- - 

COST. OF PROVIDING $250 GRANTS TO MIDDLE INCOME FAMILIES- -IN MANY INSTANCES 

WITH <?0 DEMONSTRATED NEED. 

' • ■ " ■/ • ^ • 

IN CONCLUSION, I WANT TO EMPHASIZE OUR SUPPORT FOR THE MIDDLE INCOME 

STUDENT assistance" BILL. WITH RESPECT TO THE BEOGS PROGRAM WE AGREE 

THAT THE MAXIMUM GRANJ FOR LOW INCOME STUDENTS AND THE AVERAGE GRANT 

FOR STUDEHTS WITH INCOMES BETWEEN $8,OOo' AND $16,000 SHOULD BE 

INCREASED. WE BELIEVE, HOWEVER, THAT THE APPROACH TO ASSISTANCE FOR THOSE 

WITH INCOMES FROM $16,000 TO $25,000 WHICH^EkPHASIZES "ACROSS THE BOARD" 

$250 GRAl^TS IS NOT CONSISTENT WITH TRADITIONAL PRINCIPLES OF STUDENT 

ASSISTANCE; IS NOT CALCULATED TO DIRECT ASSISTANCE TO THOSE MIDDLE 

INCOME STUDENTS WITH THE GREATEST NEED. . 

L\STLY, WE URGE Tffil SUBCOMMITTEE TO GIVE GREATER ATTENTION 
THAN DOES THE BILL IN ITS PRESENT FORM TO THE CAMPUS BASED PROGRAMS 
' PARTICULARLY TO THE. .VALUABLE SEOGS PROGRAM WHICH COULD BETTER MEET 
MIDDLE INCOME STUDQJT NEED THAN ACROSS THE BOARD-BEOGS GRANTS. 

hR.^P«AIRMAN, I THANK YOU FOR THE OPPORTUNITY GIVEN TO ME TODAY . 
TO ADDRESS YOU AND YOfjR COLLEAGUES OlJ^-.tillS VITALLY IMPORTANT 
MATTER. , 
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STATEMEIIT OF SAVl J. mSS, EZECimVE VICE PBESIDENT/ 
XOBBEAM TJHIYBESITY, BEOHX, 

Mr. Bbisb, Thank you,^^^^ 
« I ibn, ad ;}ia8 bem^^^^^ Beiss^ executive vice president at 

Fordham University & New York City. Eev, James Q. Pinlay, the 
prendent of the universitY, wished to address you today, but was 
iDOf^Me to arrangj) his 8chQjJule*to do so. While I have only attempted 
.to subetitute for Father Finlay on a number of occassions in recent 
years^ on the matter before this committee, the Middle Income Student 
Assist^ce Act, I might even be able to speak with greater authority 
intensity, drawn; from personal experience, than could he. Not as 
executive vice president of a large university, but as the fatiier of a 
large family with four children currently enrolled in college, I can 
personally app»reciater and attest to the importance of student assist- 
ance in ^osts^ndar^ educatioji. Father Finlay's chosen life.$tyle 
does not permit him tms experience. [Laughter.] 

It is with particular pleasure also to be able to testify at the request 
of CJpngressman Mario Biaggi. We at Fordham rejoice at being re- 

E resented in Congress and on this important subcommittee by one who 
as for many years demonstrated concern over the issues facing higher 
education, and one who has provided thoug^ittul support for our ef- 
forts on behalf of the education of |ihe youth of our city, our State, and 
Nation, This is certainly also true of Congressman Ford and the^ther 
members of this subcommittee. 

In Fordhain University, its stu^Bta and their families this sub- 
committee should b^ able to perceive in very clear term^ the issues and 
p^blems involved in the financing of postsecondary education whibh 
now face this Nation, as well as the manner in which House Bill 10854: 
would have an iknpact upon them. Fordham University has since its 
f bunding in 1841 been providing higher education for students coming 
predominantly from urban working class and middle income families. 
A large proportion of our 14<^000 students come from families where 
they represent the first ^heration to attend college. Through the years 
immigrants and the children of immi^ants have constituted a sub- 
stantial portion of the student body. Follo wing this tradition, students 
from minority groups— primarily blackland Puerto Eican — currently 
constitute about 18 percent of the student bodyfa relatively high per- 
centage for an independent college financed primarily by tuition: 

Fordham tlniverisity is proud of its record, its contribution to higher 
ieducation, and the achievements of its graduates. The la^t decade, 
however, has been, one of considerable financial difficulty for the uni- 
versity. Even though, we have achieved a measui^of some stability 
in maintaining a balanced budget for the past fliSconsecutiv years. 
Balance we must for our reserves are very meager. The long-term 
maintenance , and renovation of our physical .plant hds consequ<^n£ly 
suffered, and there is little money for tne new and valuable project 
which would enrich the education of our students. We are not the 
wealthy private institutions that are sometimies referred to in 
conversation. 

Through all these financial difficulties the university has maintained 
a policy of keeping its tuition as low as possible, sc^as to keep a Ford- 
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ham education within the means of the working class a^^^KUfe m-r 
come students whom wehave traditionally enrolled, -^^^Hi 

Our current tuition of $2,800 for a f ull4imt undergralMipri our" 
Bronx camps, and $2,464 on the campus in Manhattan,. mBow by 
standards of^comparable independent universities. The st^pient as- 
sistancefteceived by our students from Federal and State progc^ips 
have, of course, assisted families at meeting these costs at Fordhafe. 
For this of course we are most grateful. 

At the present time, however, Fordham, along; with other colleges 
and universities, k findinffThat the cost of providing quality higher 
education is increasing substantially every year. With pubhcly sup- 
porte^Cmstitutio'ns all. around us, offering higher education at a mere 
fraction of £iie cost to the student attending Fordham we are obviously 
not totally free to raise our tuition if^we wish, as indeed we do, to con- 
tinue to edjacate a broad segment of the popiilation in our area. _ ^ 

By the way, I might comment that the higher education price ind^, 
wtuch has been dewloped by the OfficQ^^pf Eclucation, has in fact been 
going up at the rate of inflation; If tuitimasliave not been going up at 
the same rate^ it may well because insti?||^ns are Attempting— as 
in our case, witli limited resources— to hold tuitton in a manner so that 
■ihe middle-income students will nbt.be seriously or adversely affected. 
Soj^I think the argument that because tuitions are not going up, per- 
haps/aafast on a ri^tionaJ basis, therefore* jniddTe-income families are 



not in sSteis difficulty, has a fallacy to it. , 

Who are our srudehts? They are.notalHu^int; in fact, their family 
inconjes iire lower than those of the average student attending college 
from New York State; They are, however, academically able, being 
academically, above tlie average. of college students within the Stat^, 
Thirty percent of the Fordham undergraduate st\idents receive 
BEOG's, In addition, the university awards $3 millitfn from its owji 
K current funds as financial aid, a figure which represents one-tenth of 
t its tuition revenue. ' * ./ 

But-the.aa&istiince from. Federal and State programs and from the 
university itself is not enough. Most of the students hold part-tinie 
jobs, some working too ma"ny hours to the detriment of their academic 
work. About three-quarters of tiie students who drop out of college do 
so because they cannot' come up with the funds necessary to cbntmue. 
Let me read to you a portion of a letter by such a student which was 
• piiblishod just 2 weeks ago in our stuclent newspaper, the Ram : ^ 

I am n freshman hefe at Fordham University, and since pay returning to the 
campus I have become fearful thAt I may not make it to sophomore status. 

I am. a full-time student working- in my non-educational hours as a me.ssenger 
for a law firm. Because of family financial problems, ranging from medicine for 
a parent, program fees for a mentally retarde<l sister, high mortgage payments, 
and all the other usual expenses, I have taken this job to help contribute to- 
^wai'd my college tuition. When I entered the university I was advised to secure 
a student loai^for each of my four yeors. Because of this necessity, I, and others, 
will leave college least $6,000 in debt. I am not looking forward to this aspect 
of my future. ^ . . ' . , mu 

Fordham Unlrer.sity has given my brother and sister a college education, ine 
same is true for my sister'^ifl-law and my brother-in-law. also a graduate of Ford- 
ham Law Sciiool. My brother-in-law's father received his master's degree from 
Rose Hill. I regret that due to this tuition increase, I will nOt be the sixth mem- 
ber of my family to pass through the golden gates of graduation. I had anticipated 
attending law school, most probably Fordham, but I now feel that I can only 
anticipate an incomplete education. 

' ; ■ . 



Perhapei the mpBt Bigiiifioant development in the financial aid picture 
today is the increaajl^ appeals foj help which we are receiving from 
students whose {amilieis are in the Jtiiddle income grpup. It is dear to 
us that inany f wxiilies not now being assisted through BEOG's are in- 
;jiMperate need foi^help; yet, we have not be,en able to meet their need. 

In this situation we at Fordhara find that the intent of the Middle 
Income St^^^ would seek to pro- 

vide assistance where it is not only heeded, but well deserved. We 
Would like to lend our support to such efforts and express our appre- 
ciaticm to the administration and to Congress for their recognition of 
ttieimMita^ 

On the whole we find that the student assistance programs Currently 
m existence provide adequate mechanisms to ineet the financial needs 
of our students. The overall funding level of $5.2 billion may also be 
suffici^tr— and this is importaht-^if properljr allocated among the sev-' 
eifal programs, l^e question of the manner in wliich funding is allo- 
cated among thev9Bveral programs is, howeVer, most critical. It is hei^ 
where we wouM suggest ^^-^mewhat different thrust for this 
legislation. ' 

At this tiftae I would liWe to direct the subcommittee's attention to 
the.pnnciple of need as the basis of determining financial assistance. 
Need has been the basis for the student assistance programs to date: 
programs which havelbeen directed largely to students from the lower 
mcome families„and program^ which, not incidentally, have enhanced 
freedom of access to higher education. >; 

The^perceivea need lor iassistance to the middle income student has 
brought forth the bill pnder consideration today. Yet the princi^e of 
need^is abandoned in the present bill in the provision for a, guarantee 
of a $250 BEOG^s'OTant per student per yea^r without regard to need. 
MX. Califano stated that the EEQG grants estiniAled at $700 millioii. 
will go to 2 millioh middle-income students ii^ previou^ paiticipat- ' 
mfi^, a guarantee of $250 for each student. If this is in facBie case, $500 
inillion of the $7^ million would thus be used up in providinff $260 
mininium gnpts,; ^ ' 

There is no doubV that any student today could use the $250. Bui' is 
this the most effective manner in which to allocate the funds which 
can be made available for, student assistance? Is this the approach 
best designed to meet thermos^ pressing of needs amonff middle income 
studehts today 1 1 think not. , ^ 

The^ need idt assistance %Vhich middlerincome iamilies have is 
dependent upon, two major factoris. One is the fiijancial resour<^ 
which the family does, or does not have, using familf Adjusted income 
as a starting pointy and considering other factors, such as size of family 
and number m college. We normally calculate, as membere of this 
conmuttee faiow very well, an expected parental cohlribution^ the 
total educational cost. We also calculate tlie total cost itsaffwhich 
vanes according to the rate of tuition being chargedf On th^ basis of 
^ this we can determine the need, if any,*f or assistance which should be 
met in each instance. , , / \ 

Let me illustrate the problem wc perceive with the broVision of the 
present bill fijuaranteeing $250 without regard, to a determination of 
need. I am addressing myself at this time to the chart on the next pace, 
page 7 m my prepared statement.* . ^ 



A family somewhat typical of the many iuiddle-iiwk)me faniilies<.bf , 
students attending Foroham would be a family of four w^ith two chil- 
dren attending college, and witli a total income of $18,000, A student 
frbm such a femily mfght -at^nd For^ or could, of course, enroll ' 
at one of the .colleges of tfie State Univei-sity of New York or the-Cltj^ . 
T^niyersity cfi New York, In each case, a '^eeds analysis" might indi- 
cate an expected parental contribution of $1,270. If attending a low , 

*tuition instit^utipn, a $250 BEOG's ffi-a'rit with the addition of a State 
tuition assist^ltiee grant, as^ putlineaon that chart, would provide the 
student witypsij^tance substan^ 

Yety if t^j^udignt attended Fordham, he or §h;e-would have a sub- 
stantial un^nqp remaining. In fact, the figures work out to, if 
attending Fordnam, there would be an unmet need of $880; if attendr 
ing CUNY, the same student, the same family, the 'same financial 
resources, would have an $870 in excess of neei^^^ 
V Thus, tBs porti6h*of the- bill wiU have tfie eflfct of undermhiing 

' rather than furthering freedom* of choice of institution in higher edu- » 
cation. In*addition to" freedom of access to higher eduiiktion one of ^e- 
undeflving principlesvpf^ o support for higher education has been 
that of furthering freedom of choice. If we allow .the financial support 
to become so ^balanced as in the not uncommon case which I have 
just describe(l,weedom lof choice becomes nonexistent. This provision . 
of the bill^.thcreforc!, quite bluntly, makes an education ^qjight in the 
independent sector even more economically disadvantageous, relative V . 
t^thatpfpuHnb institutions, than -it is at present. , f 

In- this connection, I might rtjcotint. the tale of a classmate of Mr.x 
Califano and 'myself (Holy Cross College,' class of 1952). This class- 
mate from the Midwest had ah excellent academic •record in high 
school and was told by his fathei-^^a Holy 'Crdss . alumnus himseli^-:.^ 
that he could attend any college he.wantecl. Dlinng the fall he visitedrC, 
pierhaps 8 to 10 -campuses, revfewed college catalogs, et cetera. Upon 
arriving home after the last visit his father repeated the s|:atement, [ 
bu^ now that his son had reviewed all the colkffes in which he was 
interested, he was free to choose any one he wahtea, but then he. added, 
"I'll pay thejiuition at Holy Cross." [Laud^^ 

, Freedom, of choice witliout reasonable balance iil financial assistance 
is not freedom pf choice at air. ^ - > ' 

Fortunately, there is already in placem an integrated array of Fed- 
'eral assistance programs which ure* designed ta provide help in cases . 
such as that described.aboye, wliere there is a substantial unmet need. I 
am speaking of the ca^npus-based college work study gi-ants ; guaran- 
teed, student Ictans, and *he- 'suppiem^htaiFy ^dilcational assistance . 
grants— all thtee ar% vjiluable.^ But ofiparticuTfar value ^or mtfny^tu- 
dents. is the SEOG's program. Woi;k grants ai^^ not alwaj;s appropri- ; ^ 
ate, especially f pr begiiyiing stuc}ents in (}i^5ciilt,agaxiem]c programs. ' 
TbOi we should avoid forcing students to t^ke^ut loans 't6iiev«7'y^^ 
of a 47year underjp;adtifft6 jirog;-am— >v^tli gf^ or professional 
s^jhool stilla ppssibility ahcjfa of that. . ^' / * > 

jSEOG's has scver|fi:l distincteadvantnges : . . - . ■ " 
. They enable ilecisions to.be made on the loca^ level on an individual 
basis. Decisions can thus be ma^e \<Mcli^ke uit(t account;t)lfe pa^^^ 
lar financial circumstances of eachstudenii • . " .' ' ' a ' 

■ •• 



Tbey ati»baaed upon dear determination of need, bUt with sufficient 

; Jegitimate^iiM at the campus level, whete the 

vmo6t'ki|oi«rledg^ :■■ 1 

4:: Thej citfi ft^^^^^^^ needs which arise through the 

deiatib of i^iiiG^^ family fina^i^ 

' vFinakUy; t^^ thfe exercise of fre<6r 

■ ' ' llie SEOG's pix)g^ is cuxrently funded at $270 million,, perhaps 

$850 mflUon might^^^^a^^^ target. This jis. only xme-half oi 

the ^imated cost p^ $S!50 ^grants to middle-iricpme fajini- 
. Me$— in ntony iiistances withno dera!oristrated need. • ; . 

In conclusion I wimt to e our; support for the middle- i 

income studmt assistance bill. With respect to the BEOG's program, . 
/ /^e agree th^ the maximuni^^^j^ low-income students and the 
average gnint for stuientis with incpmeibetwe^ $8^000 and $16^000 
dioidd be increased. We 

anice for^ those with ^bKiioihes from $16^000 to $^5,(>0lO', 

sizes across-the-board $250 grante, is not.foAsistent ^i^ith traditional 

prinoipleia of student a^ it is hbt'Ofll^ulated tp 

ance to thosei middle-ijicoHie^^^^^ 

Lastiy, we urge the subcbminfflttee to 
the" bill in its preSwit f oiim, to the qampus-basdd prqgrams, particu- / 
A Jar Ijf to the valuable SEOG'3 program which could Dptt^r mieet nii^^^ ^ . 
; ^ incom^e student heeds than the cfcro®ks-the-boArd BEOQ^b grto ^ • ;v 

Me. Chairrafui, I thaijk yja^ f or the opportunily.;jgiveh to r^^^ 
achiribssvQu and youi colleagues od this vitally important matter, 

Mr.. FORD. T^ijk-^ou very much, and- thank you particularly for . : 
/recognising' the has in trying to develop a ^^^^^^ 

Federal programy^tTjif of F^eral programs^' for the fotn, 

' ' : - tnnatieJy veiy diVers^^^ in this counti^,^ 

. , X^e pluralistic system/ that we have, I am su)i^e, is accepted by-al^ /• . 
. members of this igommittee as a desu^^^ , 

■ .;vti6n in this country^ tvhich should be supported to the great^t extent ' 

' :/->possible:/^ ;^^/ ;/ ^\ .r- ■•'a*^^ 

. To get back, to your qu^^ 
y : ■ arbitrary ^traigM fm^ in the'^raph of bur BEOG^s prbgram, I shdu^^ 

■ ;! vtell you that, during the draftutg stage, we operated at all tmes.vritH 
" the questiopL of n^ed before n^. Representatives of different kind^ of ■ 

; institutio)mil^ith- different Jrinds of constituencies ^ere inVdlyW iii 
this drafting, and the preparatip what ultimately .be6ari^e.'a.p61it-^^^^ ' 
V : . ' iipiitcompromis^^ legislation almost invariably^ d'oie^ hcre: ; ; . .: ' ' 
^liS^^VTe dfetemined t^ of up to $25/)00 did l^^^'- 




kM*!* .:v ""We further determined that one of the biaidci prbblenG^^ we had to face 
in considering alternatives to tlie very popular tax:^redit apjrfM ■ 
was that at the yei^' hasfe 

Haley testified ibn. ^As. the President .motioned last w^$ki arij^^;^^^ " 
credit piroposal that you look at ultimately ends up taking niojhey froth 
, the very poor, of resouwjes f rom prograiiis f or 
plying these resources to thfe very rich. This was the fiihdamental basis " 
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for the determination that tax credits, although tempting, were not the 
ririitway todo it; . 

Tursuing that philosophical approach, live determined that anv pro- 
gram that moved sub^ntial aid to the middle income should not 
do so at the expense of or in derogation of the existing programs for 
low-income students. 

There seems to be, wijthin the Educatiop Committee, virtually uni-, 
Versal accep'^nce of the fact that the programs have worj^ed well for 
low-income students, and provide a reasonable prediction of success 
in their working for students in progressively higher income levels, 
given the re^^urces to do so, 

A previous witness indicated some preference for the Pell approach 
to the use of BEOG's, which does in fact distribute more fljiney to 
I>eople with a family income over $16,000, than does the present provi- 
sion of the administration bill. Hut it does so at the expense of the 
**hump" on the graph that is created between 4^10,000 and $15,000* by 
bringing out the level of the BEOG gi'ant on a continually higher 
basis, and suddenly dropping down to the $250, which is a kind of 
tradeoff. Wo could "scoot" that ski jump off a little bit if we took the 
money that we are advocating bo spent as increases in the other cam- 
pus-based pi-ograms and dumped it in the BEOG's, J am afraid wo 
would lose considerable support in the Education Committee for that 
approach* The committee has already had substantial consis(^nttte6ti- 
mony to the effect that they would like some adjustment in the campus- 
based progi'ams, particularly a little mftre emphasis on the SEOG 
proOTam. - 
* Mr. Reiss. Right, 

Mr. Ford. I am sure, from what I havjc b^^ able to determine, the 
committee is vie;§^ing that sympatlieticajjy tfiid trying to figure ways 
fora^'ustments."' ^ • * 

We also have a number of suggestions abbuthow to better distribute 
the money that would be allocated to the«^]^i*ease in BEOG's pro- 
gram, with your concerns in mind. 'wJ^f ^ 

If in fact that approach is going to succeed iSs an alternative since the 
President, has made it veiy clear to us that we cannot have both, a 
couple o|v,billion in tax credits and a couple billion doUare in other 
kinds of higher education assistance, we are "^oiiig tp have to stay 
with some soil; of guanintee that it gets out to the $25,000 family with 
at least perceivable support that the more expensive and less effective 
but nevertheless attnictivo proposals for tax ci-edits would offer. 
' ^jjj^t^^ think that problem is serious enough that we should con- 
siderTSl^^g the campus-based program at the level of the President's 
budget, and using th6 additional $150 million to make the BEOG's 
distribution more equitable ? 

. Mr. Reiss. Well, it is a luml choice to make. Certainly I sympathize 
with the diverse and sometimes conflicting objectives which the com- 
mittee is trying to i-each. But tile campus-basid programs, to us, are 
extremely valuable, and we would not want to encourage any lessening 
of tho amount af money that would be going into those programs. 

The people on our campus who are most directly concenied in dis- 
cussing on a day-by-day basis the financial needs of our students tell 
me over and over again, these campus-based programs are really a 
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extremely critical in meeting the^specific needs of the stu- 
como inU> their cbom eVery day. If anything, as I have- 
n my testimony, tIw*o ffrbgmms, particularly SEOG^should 
^ if atallvjjK>ssible/ 

,ot sajkiaat,| would favor th#(^nsfer of funds from the 
ased programs to the ^SPG program. However, idealizing 
le)ns the committee has to race, I would however still ^cour- ' 
ace the deyeflopment of a BEOG^prognun for thcuipper income— mid- 
(Ue incorife, I should »ay— group, with some greuTer attention to need, 
so tliat the diyec8i% of l)^|d||er education, which is supnoilcd by an 
existing fr6e<lom o^hoice, will not bo undermined by the kind of prob- 
lem that I pointed out in inv testimony. -t^*^ 

Mr. Ford. Well, of coif!%e, the diuft proposal ^Jiat we attempted to 
finance througli the adjfiiinistmtpon was bas<^ on ii $2 billion i^ci^ea^, 
and ppwlucea a vei^ neat-looking graph ^^^th a gradually Tleclining 
line that stalled at. $l,^iOO on the BEOG's ginint and ran across 
through $25,000, ^^'5|ie^e it (hminished to the $50, as I ivy?flill. 

That is an about $800 Ixillion cost item, to do it in that fashion. In 
dealing with BEO(j, we hav^ to Ih^ constaittly cmtsyous of the fact 
that we could voiy readily pass a piece of legislaTiorHSjat would atP 
thorize $2 billion, and proiluce the appeanince pf that kiml of equity. 
But in the event that we wei-e only able to hit the amount of money 
that we believe we are able to get, wc\ would be in the unhappy situa- 
tion of i-educing the msoui-ces for the Iomkm- incpme students in pro- 
portion to the mUiction in authorized liivel for tlie middle-income 
students. . ^ • 4k 

So, we are foiled in terms of that kind of reality into compromKes 
that do not fit in the authorizing legislation, or neatly into anyone's 
idea, so far as I kno^, of the way it really ought to be ^J^e, given 
,unlin(|j^ted resources, or even ^^lJlat some of us consider modeslt^ncrwiseB 
in. rcsoiirces. When one considers that we ave now negotiating at 
around $L2 billion, and we started dlit a year ago with something less 
than zero, and based on some $700 milium into a contingency in the 
President's budget, it might bo sai(l that we coinftnomised down 
fnmi $2 billion. But tbe Pi^sident has compromised up from $700 
million to $1.2 billion-plus. 

There will be a good deal of discussion, I am sure,#boiit how to 
adjust thfi approaches that are in the bill now before^ us, and any 
spwcific suggestions that you want to make will ceitainly be very 
helpful to us. 

Mr. ReIss. I do not have a very specific suggestion, but if I just base 
some comments on the statement that approximately $700 million 
would be allocated in the BEOG grant to students from families 
in the $16,000 to $25,000 categoiy, would it be possible to accept that 
as a figure which should go to studouts in that Category, so that funds 
vould not bo taken from the loilfl^r incouu^ family gioups; and 



fhen to consider what would be the njost appropriate way pf allocat- 
ing that $700 million among thatgrouj^of families? 

I realize the* concerns of the commikee, and I realize the $250 fig- 
ure is not a completely arbitrary hginre in this bill. But, neverthe- 
le^,*! still it)ust maintain tlwp point that I do not believe it is good 
fundamental' policy to approach the matter in that way, from the 
educational point of view and from the needs point of view. 

M^r. Ford. Mr. Buchanan ? ^ 
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iSr. Buchanan, We have several alternatives m the committeei 
and one] as you are aware, would be soleiylax credit legislation, 
Mr. Seiss. Yes. ^ 
Mr. Buchanan. Another, as expressed by the gentleman from Ohio, 
Mr. Mottl, and the gentleman from Minnesota. Mr^ Quie, would be 
both tax credit and something siihilar to this bill. And then the view- 
point ^pressed by the administration and Chaii-man Ford is to pass 
this bill in lieu of a tax credit. Which position would you select? 

Mr. Reiss. Well, with respect to tax' credit, one item I can say, that 
if in fatft there were a tax credit bill pAssed, there woi^d be even greater 
reason^to approach this bill in the way I have suggested. But as far as 
where you come down on both of them, the tax credit bill is obviously 
. serving other needs and another approach, a completely different ap-' 
jj)roach from this one. I do not see tnem as alteniatiyes, to pick between 
3the two. This is clearly, in my thinking, the bill before this committee 
is one which is intentionally directed to meet the needs of higher educa- 
t^n, the existing programs, and appropriate levels of funding. I be- 
llbve that is the approprifte approacJi. However, if forpther reasons a 
tax credit bill is also desirable, 1 certainly would not'take the positipn 
' it should be opposed. ^ 

Mr. Ford. How does that position square with what you have just 
been sayinff about the $250 guaranteed grant not having a relation- 
ship to need? 

Mr. Keiss. Well, clearly, the tax credit bill would have the same 
: problem. I mean, there is no question about that. 
Mr. Ford. Universally. 

Mr./ Reiss. Yes. I ceiiiiinly would not be suggesting that the tax 
credit bill woijjd be preferred over the present one, qpito clearly the 
contrary. But it it is a nmtter of choice, then, I think at this pointthere 
is no'questioii but that this bill in its,present form — althouglvl have, as 
I mentioned, a strong diaagroeiMeiit with one provision of it-Mhis bill 
: in its present form is clearly to be preferred, for us. 

Mr. BtJciiAN'AN. You did not comment on SSIG per se. Do you 
haveany feeling about that program? 

Mr. Reiss. Well, I thi^ik one reason why perhaps it could be under- 
stood that I might not pav a great deal of attention to it is because 
Fordham heiug Ipcjited in New Yorlj. the SSIG does not substantially 
imfSact scholarshifrassistancc in New York State. 

Mr. BiTCiiAXAx. Ho\Vever, there lias been proposed to our cojnmittee 
a revision of SSIG progi'ams. Were you here earlier in tne room? 

Mr. Reiss. Yts. 

Mr. BuciiAJiiVx. The proposal would establish a rolling base year 
above a certain level of appropiiations in order to stimulate TStates 
like New York State to contribute more grrtnt money. 

Mr. Rkiss. Yes. All I can say, I do not know the specifics of what 
might qj^viously be proposed, but the principle of stimulating States to 
provide more assistance is one that clearly I would be in favor of, if 
it actually resulted in assistance which our students could take ad- 
vantage of. « . ' 

Mr.;BuciiAKAx. Thank you very njuch. Thank you,TVIr. Chairman. , 

Mr.ToRD. I would like to observe that we should put this chart in 
thefecord at this point, so I can make reference to it. This is the chart 
lowing ^'Basic Grants Awards by Income Fiscal .1978 and Fiscal 
4979.:' - 
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^s^pdhe chart follows |] 

BAdc QRANT«AWARD8 INCOME 



FISCAL 1I7« AND FISCAL 1979 CARTER PROPOSAL 



^FISCAL ^nt CAHT«B PROPOSAL 




»260 Guir»ntii 



tSO Minimum 



1 



•7.500 110.000 



I12'.500 IIS.OOO $l7.5d0 $20,000 122.500 125.000 



Incomo 



lllu.tr.tiv. ol. (.mllv o( (our with on. in po.t ..cond.ry .ductlon no unu.u.l 



Mr. Ford. Under the Carter proposal the $250 Ag^'-e^^ J'^.^^^^H 
guarantee, it does not just guarantee that students over $15 000 would 
receive $250 ; it also guarantees students under $15,000 the ?>i5U. 

Mr. Reiss. I understand. " , , . u * a-iAnnn rorrAivna 
Mr. Ford. At the present time a student at about $14,000 receive 
only a $50 grant. We would go back into the low income student coming 
from a smlu f airily where the family contribution factor dictated a 
smaller g^nt A«fi$250. So, the portion of money that you are attribut- 
ive to & ai^giwrantee, a substantial portion of that is guaranteed 
foi^udeita Wow the $15,000 leVeT, as well as above. 

iS Retw. If Iwcar Viase comments on the statement of Mr. Calif Mio, 
Ji<.indica:t*d ^and I im just using those figures ; they are the ones I had 
•vAilaWe-to ijS-he Stated that approximately 2 million additional 
strfdents above the <^«,000 level were to be assisted under his and your 
-llan; ind tha^TOO.niillion would be allocated to that portion of the 
III!;, ft vouliStiplV 2 million students by $250, you already used up 
. *iJ0CVUlio»oftlie?700 million. ^ , f . 

N«Wi wh#her'thcfi?e fi^ires are accurate I do i^t 
are siart)lv ■ieed on tfit statement 



t know, my comments 



J rfifer-* to'Tay to you in response thfit I think Mr. CahfaWs 
mathematics are slightly off. The sttj^cm^jt war prepared rather 
quickly after the package was agreed tb i^pon cW^^ 
we might be able to show him that the <Jistnbut!to of that additional 

money with the $250 guarantee is different. .) 

I would. like to thank you for pfiicing emphasis on these concerns, 
and for giving us a chance to put on the record the fact that we share 
that concern and that the solution is at least more complex than some 
of the commentators have picked it up to be so far. 
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Out of my own State I saw one newspaper article-where a spokesman 
fpF independent colleges said that this program was a ripoff for the 
cominunity colleges and the public institutioiis; and a community 
coUege spokesmi^ said, "No, tnat is not the case. It is really a ripoff 
of the independents at the expense of tKe commimity colleges." As a 
^.matter of fact, it virtually makes community college education in that 
State free up to the $25,000 lev^ because \of the levels of tuition. 
Surprisingly enough the cominu);iity college ^pneople were among those 
who were most reluctant to moye with tpis approach because it is 
difficult to conceptualize this kind (rf a change with the way it would 
•be if we simply just adj^ed mOt#5r .to the existing program to let it 
carry itself out to wherever it woim^ its own level 

Mr.Biaggi? ■^y'^'-^jf^ * 

/Hr.BiAMi. Thank you, Mr. Cliii^ ^ 

Thank'you, Dr, ReisSj^^for your testimony. I think we should go 
j^ back to "square o;ie" and look at the thrust and the purpose of this 
legislation. We are responding, essentially responding to the needs of 
the middle-income people of this Nation, who have been ve^y sadly 
neglected and^burden^jd by taxes and'fnflalign, wiiere on the other 
hand the poor commtimty in our Natltn has had their needs dealt with, 
at least in some measure. ^ . * 

Bearing that in mind, comments from community colleges in areas 
of similar concern really irilss the tbigist ,an(^ refuse to acknowledge ' 
the need of middle-income Ajriericai^As we lookV it, the $16,000 to 
$25,000 incomer is a sad chi^cterization of what middle income is to- 
daj^ given the^;tax sitimtioii, and the inflationary impact on those 
dollars. Those mms of money jjre almost equal to not poottjbut low' 
income ofjesterday. • 

First, r think, the question wi^ raised as to need I think the need 
is clearly eetatlishW. Wifti fax tuition, we have^nother situation, 
thei» we have the po^bility w^th individuals ipith unlimited income 

t 

needs.^In the qity of New '^rl _ ^ „ - . - , o 

tax portion of that, high cosi^f living^ what does°that leave°the fam- 

. ily, especial^ if tiiey are homeowners where they have the mortgage 

• payments to make, or if they are just tenants, and they have two, three, 
or fou# children? ' 

f I sliare Senator Pell's view; I do not believe that $250 is equitable; 

. I reallj' do not thinlilit is enough. It is substantially better than exist- 
ing c^ditions, but I simply do not believe it is adequate, and it is not 
respoiWing to the need of the middle-income family, I daresay, if a 

^rvey^was fnade, that the middle-income people would agree that 
^50 isnnadequate^ given the $1,800 sum given to the low-income peo- 
ple. My quarrel with that, as comparison, is giving you that ppint of 
view.^ - 

I do not know what this committee will do iii the final analysis. But 
the thrust, if it is not to be obscured, the pur^xjse here is to deal with 
the needs of the middle income. ' 

I read the letter that was written. I understand young people want- 
ing to further their education, and Fordham University provides su- 
perior education. I do not want to "sugar-coat", you or the president of 
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the Bohool, but I knQvv it-dqpf it always has liistorktally. As this letter 
. BaySf it i9 ^Ke. whole tradftion of people^roing. He says he could gpi but 
* it would leave Mm in debt for $6,000. That does not excite him, it is a 

rather dismal future. 

. *^ I will be very frank with you, I am not impressed with his conclu- 
sion— I ^ riot in^nressed. As a matter of fact, his letter tells me he is 
not that comimtt^ci to education because ho is buying a superior qual- 
;<ty education. I would like to help, and that is hoiy^fu]j|f wnat^this bill 
Vill (lo. . 

I thinklihe bill provides a partial answer 



ception, Mr. Chairman^of the sum of $250 

irwif to that, how we coi^deal with th 
18 en area we must look to. ^TOiirili Senator Pell 



krour 



comments. ' 

Mr. Ford* Yes ; he has. ' 
, Mr. BiAGOi. Thank you.* 

Mr. Reisb. There is no question in our mind ini tier 
ence with our students that there i? a need, the nee<l for m 
families to. »bo assisted is very muth there. It is on the * 



ueeda with Ihe ex- 
ik you add^sed 
to be seen. That 
resse(J similar 



that we very much suppdrt 
the aspects of ithe $250 jfp b 
' port of the bill. : 

Mr. Ford. You would like 
Mr.T^Eias. The reservati 
dollars tliatvou have for the 
to* allocate them ; that is my 
fa,ct that need is not only de 
resources, but by the cost of 
'facing, which varies rather 
concern about this bill. 

Mr. Fowvin that context, ^ _ 
on the guaranteed student loan 



' ^i^typlcarFordham family wi 





want my cpihi 
reservation mean^; 



better. ; . 
hcive only thfe 
group, is this 
ficularly on the ' 
^el 6{ faltiily; 
he individual! 
iat is the tliri 



;it1ien of lif tihgj 
!^ttiniethe5fl 
is^nd everv ippm] 
fid ^tudeht wm ? 
llfamilje?. 



eliiriita 



^^he faniily to have the full I 
• :Mr. Keiss. WelJlthat ceift^iniyAv-^oiili^^^ 
■ . ■ Mr. Ford, Now, they liftVe natlnng.>: ■ '*^\'H^<''.^\^• ?, 

'r'-Mr.'REis8.IJ|ghtji,^;fC/'', ^rv--^.^;>;^^^ 
Mr. Ford. 11\e;i&imily does not q 
■ Mr. Reiss. Thaii4ijiightv- : : .' ' v■r.;::^|■^./:;^■; 
Mr. F()Hl^or1ef^|p^the$2^^0,.6l^ 
^ ■ Mr. REiss^Rigl*!^^^ . -i-^. 

Mr. Ford. We^^i'if gdiigf themr-b^;<ffeji jnadeq^aj|wk4^vi 
ag^ainstt^ ' ' * ' i-a.. . . . * H.^-.Vv.. V . • iT , -i J . 1 

the same 
Mr 
Mr 

M in^t^tf^ a numb^rjfii theviaiffili^^^ 

[|iAx:\N. I^ould thc ^rcjfitlp^a.n yilshi briefly \ v: ! 





UidH'^l^l. there is sbruotliini^iq^ reservfction il^t^y-- 
ly deal wftiiysi^ a probloiii. I^thinK^yliat ydn^pokray could ' 
^ji^'oi-se if;fite!;,appropri^g oqua^^p; level of tfie 
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iotbitirizaUQiia. Oh6^of i|W'gl'eat personal (^ncenis^i^ that 

autixorised. I think that^ii 
« even strehjnr for (i8»to make' some revisions. 

\ . V 

; ! M]^ iStrcHAKAK.^H)^ wdiild be worsened if you do 

^ot j^'t the le^ol jRu^ 
BiU:. Btolk. \ 
Mr. BvKmAsiff . Thank you* 
Mr^Fom'l^^ 
. V Mr. Beiss. Thank you. ' , 

Mr. FoRBtofow, Dr. Bi A. Fotrester, president of Enteri>ri8e State 
Junior ColRbei^ *4Iabama , and he is accompihiied this morning by our 
coUea^e and f rie^^, Representative Bill Dickinson. He is this 
inolrmngat tk^vitatiqii 6f Rept:esentative.Dickinson and the rank^ 
member of the (^mimtt^. Sepil^ntative John Buchanan. 
— Mr. Diqkii^so]^. Thailr^^ Mr..Chainnan. I appredaite 

. t the opportunity to intrafluce Dr. S. A. Forrester, president of Enter- 
prise State Junior 66Ueg«L Dri Forrester an<l I have ^scussed m ' 
several occaaibns oi# E^eral aid programs for education and he has V 
very strong feebngs as to the d^rectio(i that our grant and loan pro- *\ 
grams shouia jlake^rO^hig^^ out ^^,0^ \ 




\ 



cation; 2 assistant^tate s^p^rintendeM of education, and since «^ « 
W65 president of lhet;nterB|ise State Ju^^ v , ^ 

i He is a man, I-kqpw,^wKD has great" insighl into tW probleins of ^ 
education. H^-hag done a tremq^dous jo|> with o^ junior^toU^ 
in Enterprise: If l^can ^t a couple of licks inJbefore Dr.,Forjrester 
starts,' he an/d^^aCad oth|p who ar^knowl^dgealftfe'in thie fieklT-rfeel 
that the best £hin^ you can dGr*for|ja, yguug persOn^^t^ giv^/hiins^ 
, opportunity to eai)^ hisjsvaw'abher tlian to mokefhmi n giffttihat he 
nmy,ormaynQt'appr8Sate.>^ -^i ?^:*/ ' V V v 

Dr. Forrester li^Lpfesent^stalKdcs to^b^ lhe,^ffer&Ce be- 
tween the worlc stjidy pro^afh ana the b%$ic grant program. .^Qn^ if' 
I might elaborate on what^hag beep sai(|brejriou^, l-^Jflieve that 
whether we are talking ab(Mt nijddfe ii^ingWd.I ddiabt kifow what ^ 
^'middle incomef ' iai^ymor^r|PiSI ]f am abo\^i5id41e in- 
come. But, I have three children ^n ^coUegM I do n<^ care wh£t / 
your income is, lujles^ yoj^ Itte ^re^ly wealSiy, you can get'benf out 
of ^ape by putting thrte kids through ^college at the Mune tfane, *! w 
do not worry about t^m havjfig a dibt w|ien they get oiJ^theyilave* 



do not worry about them having a dibt when they get oiJPwtheyilave' M 
to borrow money to |b soBdolt That i^l right, if trtl^ant it, let* \< 
them pay for it. Wl^is th^jdiffejjM||eDStoeen their owing and xaf [ - 
owing? I would rather they owe it, iflnmo^^^ v • ' 



[Laurfiter.] ! • ?^ 



Mr. fiiCKiNSON. So, \t it is^,000,1i^r $10,000 a year— IJthink'it 
. would be less than $10,000^1 think if a ^d is dedilated and interested tj < 
in getting an education, cW the gr^dfcAthinfl^ tnat the Govermneht Jfr 
can do is to give himethe oi««rt«ftif^t|> borrow what he rfeedMir 
even if I have to back itiHm. But»tMh goahead andtt)rrowit, mther 
than give him a grant, oftillanaout, feo tnat he feels ihe is nbt respf>nsi- 



ble, ihi^t he doe^ not owe anything, and is not obligated to pay any- 
thing back when he finishee college. I think the different concept 
there is impoitant ' ^ 

So, for that reascm I have asked for permission for the doctor to 
come u^, to discnss his experience oh what has Ibeen proven in the 
achool system as to which way we should go, and how the recipients 
ind the taxpayers are benefited, as well as the school itself. He speaks 
fnmi a weal'Ui of experience, and I appreciate the opportunity that 
you are giving Dr. Forrester to speak to you today. Thank you very 
much. 

. Mr. FoBD. Thank you very much. Mr. Buchanan ? 

Mr. Buchanan. Thank you, Mr. Chairman. I would like to join 
in weloMning Dr. Forrester and thank our colleague for setting ujp 
this opportunity for us to hear his testimony and profit from it. Obvi- 
ously, Doctor, I thiiA you are well represented in the Congress. I 
appreciate Bill Dickinson's contribution and look f oi-waiU to hearing 
you. 

Mr. FoHD. Thank you. Doctor Forrester, your statement will be 
made part of the record at this point, and you may highlight it, add 
to it, or proceed in any way convenient. 

[The statement of B. A. Forrester follows :] 
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Timxoinr or B. A. FowafOMj Ffoswimj Entbrfuss Stact Junior 

; : ^ COLL^ 

THE CONGRESS HAS WORKED OUT A GOOD COMPREHENSIVE PROGRAM OF 
FINANCIAL AID WITH BASIC EDUCATIONAL OPPORTUNITY GRANTS, THE 
COLLEGE WORK- STUDY PROGRAM, NATSMjiL DEFENSE jfeVDEfer LOANS, 
. GUARANTEED STUDENT LOANS, AND |jJ^LEMENTAL EDUCATIONAL OPPOR- • 

TUNITY GRANTS. I AM GLAD THATT|rEP£ jl MffiREST IN INCREASING THE ' 
APPROPRIATIONS FOR STUDENT AID, ESPECIALW FOR MIDDLE-INCOME FAMI- 
LIES. TRADITIONALLY, MIDDLE INCOME FAMILIES HAVE BORNE THE BULK OF 
TAX . RESPONSIBILITY IN THIS 'COUNTRY , AND THESE ARE THE SAME FAMILIES 
THAT BELIEVE STRONGLY IN THE WORK ETHIC. ' 

MY.BASIC POSITION IS THAT IN LIEU OF INCREASING BASIC EDUCATIONAL 
OPPORTUNITY GRANTS AND PROVIDING MIDDLE INCO>IE STUDENTS WITH A 
GU/CRAN^EED 5250 GRANT AS THE ADMINISTRATION HAS RECOMMENDED," THE 
CONGRESS SriOULD USE THE FUNDS REQUIRED FOR THESE EFFORTS TO INCREASE 
FURTHER THE APPROPRIATION FOR THE COLLEGE WORK-STUDY PROGRAM. 
THERE ARE Tl^O MAJOR REASONS FOR MY POSITION. 
* 1. LIKE THE OTHER STUDENT AID PROGRAMS, COLLEGE WORK-STUDY 
■ PROVIDES <MONEY TO HELP STUDENTS DEFRAY THE RISING COSTS 
OF EDUCATION, ' 

2. miLtKE THE OTHER STUDENT AID PROGRAMS, COLLEGE WORK- STUDY • 
GIVES STUDENTS .MUCH MORE THAN Mt)NEY, IN THIS TIME OF HIGH ' 
UNEMPLOYTtENT AND ESPECIALLY YOUTH UNEMPLOYMENT, THE . F^DER/J- , 
GOVERNMENT NEEDS TO ..USE ALL POSSIBLEiMECHANISMS TO HELP 
YOUNG PEOPLE OBTAIN JOBS, AND THE COLLEGE WORK-STUDY PRO- 
GRAJl IS IDEALLY DESIGNED^FOR THI$ PURPOflC.- 
a. THROUGH CWSP, STUDENTS ARE IN*^RODUCEI)' TO THE WORLD 
OF WORK, LEARNING APPROPRIATE JOB BEHAVIOR AND 
ATTITUDES BEFORE THEY LEAVE COLLEGE, , , 
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b. 'QUU)U0H^x^^ STUQprrs, CAIN valuable work experience 

•.. raiCH::|S OTO IN OBTAINING JOBS. IN OUR COLLEGE 

ALOim> WB HAVBrSix TULL-TIME EMPLOYEES WHO WERE ON THE ' 
WORK- STUDY PROGRAM WHILE THEY WERE IN SCHOOL. IT WAS 
THEIR . DEMONSTRATED COMPETENCE THAt LED TO THEIR EMPLOY- 
MENT, (OTHER* EXAMPLES OF VM-UABLE EXPERIENCE - CHILD 
': STUDY. LABORATORY, iWOKSTORE, SECRETARIAL, BUSINESS 0E;FICE, 
FOOD SERVICE.) Jtk ' ''^ ' 

THROUGH CWS? , STUDENTS* ^jSR^ FtfRi SUPERVISORS WHO PROVIDE 
JOB REFERENCES TO HELP T1IEm!> GET iA^ JOB, RECENTLY, A 

. SUPERVISOR IN A MAJOR HQ^i^|||L IN^'BIRHtNGHAM CALLED* ONE 
OF OUR WORK'STUDY SUPERVISORS FOR A REFERENCE ON A. STUDENT 
WHO WAS BEIN(J CONSIDERED FOR A KEY JOB IN' PUBLIC RELATIONS 
HE NARROWED SELECTION PROCESS DOWNiTO THREE YOUNG 
PEOPLE, ALL OF WHOM WERE EQVALLY QUALIFIED , ON PAPER. T HE 
EMPLOYED OUR FORKER-^STUDENT ON THE BASIS OF A VEAY STRO^Ml 

• PERSONAL RECOMliNDATlbM FRQM A SUPERVISOR WHO HAD WORKED 
CLOSELY WtTH.THE STUDENTIN A JOB SITUATION. 

d. THROUGH CWSP, STUDENTS HAVE THE ONLY OPPORUTNITY FOR ON- - 
CAMPUS EMPLOYMENT SINCE WE HAVE NO ' INSTITUTIONAL FUNDS TO 
SUPPORT STUDENT JOBS EXCEPT FOR THE CWSP MATCHING FUNDS. 

e. THROUGH CWSP. STUDENTS LEARN MORE ABOUT THEIR ACADEMIC 
FIELD SINCE , 16 THE EXTENT POSSIBLE THEY ARE PLACED IN 
JOBS RELATING TO THEIR MAJOR FIELD OF STUDY. 

f. THROUGH OFF-CAMPUS CWSP, STUDENTS ARE INTRODUCED TO NON- 
-PROFIT ORGANIZATIONS. INCLUDING LOCAL, StATE. AND FEDERAL 
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iS .WHEKE-THK LBARK AB0UT;OtfR SYSTEM Op GOVERNMENT , 
:■. iOiO WH^ THEY MAY LATER DESIRE ^fULL-TXMB EMPLOYMENT. . 

■M . . . • • ■ ■ ■ ■ ■ • 

'■''ife BASIC GRANT PROGRAM IS iDBVlOUSLY NEEDED. IT PROVIDES 
MANY STUDENTS WITH THEIR PWLY OPPORTUNITY TO PURSUE POSTSECONDARY 



EDUCATION, HOWEVER,. THE PRESENT LEVEL OF $1600 IS ADEQUATE ' 
defray; THE COSTS OF EDUCATION IF THE STUDENT IS GIVEN A COMPt 



FINANCIAL AID PACKAGE COIJSISTING OF WORK, GRANTS/ AND LOANS. 
THE . PROPOSED $260 INCREASE i^. WELL A'S THE $250 GRANT FOR MIDDLE 
I^jPOMB STVOIirrS WOULD BE BETTER SPENT ON THE COLLEGE WORK-STUDY' 
VROGRAM FOR'tHE REASONS I HAVE MENTIONED. 



' ^ EMTElipRISE STA3E JUNIOR OOLLEXSE ^. 

EWTERPRISE, ALXfaftMA ^ 

WORK-STUDY BASIC_GB^^ 
YEAR STUDENTS ** RECIPIEWTS 

1973- 74 it...... . *. 103 . . . . , 50 ^ 

1974- 75 103 . . . . :, ^ . . . . . ; , , \ . . .-114 

1975- 76 .......... .139 ............... .-. . '. . 246 

1976- 77 . . . . . . . ... 162 . \ ...... . 297 

1977- 78 . . . . W5 . 350' 




184 



STATEMEUT of b/ a. rOBBESXEB, FHESIPENT, ENTESFBISi; ' 
STATK JUNiaE COLUXJE, AIJ^ - 

Mr; Fqiirebter. Thank you very much, I apj^reciate^ this introduc- 
tiori from Congressman Dickinson, Chairman h ord. Committee Menx- 
Buchanan and other distinguished membei'S of this committee. 
1 puft sorry they are not here to liear what I have to say— — 

[jlauj^hter.] - ; 
/ Mr/ FoRR£3TER. I came^all the way from Alabama to speak to tliis 
;gi^up. Sir, maybe you can tell them the things I am about to say, 

I nave been closely connected with helping istudents get a college 
education since 1952 when I . began as a liigii school principal, and . 
since that time as a high school principal, small city superintendent, ■ 
' and for tlie past 13 years. as pi'eaident of Enterpnse State Junior 
College. . : . 

Enterprise State is one of the 20 State j-unior colleges created in 
1963 by Gov. George Wallace, with opposition froni all the educators 
in the State^ and most ♦of tke legislatoi'S, particularly those from 
around Binmngham, Mt^ Buchanan, 

[Laughter,] . - ..^ 

Mr. FoORRESTER. But the program was created, and we do have a 
■ fine program now. We have student financial aid, I also sp^k from 
one other vantage point: I, too, have four children,*tlic last of whom 
is a senior in college now. My fii'st one entered in 1962. I am now 
completing 15 years of having children, in college, and none of tliem 
B has ever qualihed for this F^leral assistance. However, I have been 
in the low, low middle^income grouj^^ — just high enough not to qualify 
for Federal assistance. Evidently it has not been -all that bad because 
with their working they have been able to get through. My fourth one 
. ' is working 10 hours a Week — not on a Federal progi-am, but . at the 
, college she is attending. Montevallos has a work-study progi'am of its 
' own where she earns $20 a week. 
^ % Therefore^ all four; of my children have work;ed, and of course, I . 
have worked all my life, and my parents have worked. I have helped 
many fine students even before 1952, somM/T or 8 years before th© 
^ National Education Act was passed in 1957 or 1958. I have' helped 
many students attend the imiveisity, helped them get jobs for their 
room and board, anci scholai-sliips for the fees. Those students worked 
4 houi-s a day, 7 days A week, for a total of 28 hours per w^ek, ai^it 
: did not l^urt them academically. This'old saying that students cannot 
work 3 or 4 hours a day ahd go to school, regardless of the program . 
they enter, is just not tnie. If they do riot work, they waste a lot of 
time Any wjiiv. But this whole idea that a freshmtpi cannot work part 
time is just not tnic. I have observed it ^ ^d if we> had the i-eajkrch, I 
think it would show that students wJ'io work part time mal^betler 
grades and at*e more respected than those who do not work at all. 

I aril speaking about Alabama ; I do not know a lot about the other . 
States. I am not an authoritv on anything, but being in education all 
my life, I know sometliihg about the l)cople from Alabama. 

My daughter attends the University of Montevallo aud is one of 
the most , respected students there. Most of them, I guess, could be ' 
considered the lower middle-income group. The most respect^ stu- 
dents are those who work. She said most of her friends would like to 
be able to work, just as she does. I talked to her about this $250 grant. 
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1^ ^^^^ l^t^ This reaction would have been Wef' * - 

r :0f w m^^^^ wQttld be true of most 

: ;i)uddl(^^^ th^t this bill might help; 

; I WISH ta inak« today ip thtft the number of students 

: l^ceiviBg basic i^ increasiug, while the ptbportioriat© number 

of 6fcu^(« aid is decrefiiing, To b^rin iwith, to 

get B ^dc^^^j^ the studeQt'nad to match It with wbwi^study (ffij^; 
Jirl>SL now they 4o not have to do that ^ they just gej^^ th^^^ 

basicl^ graint, and we therefore have trouble getting people idh^om*' • 
Gwr tiB^^ 9 months: Obviously, that Maouht is not 

prohibitim In our State, the junior colleges have be«fitianeeA by 
; ;th$ Special Education Trust Fundj and for the past 'se^lpl years by 
• what somQ call a surplus. Educators call it an urtappropxwed balance. 
But anjrway, we have been able to get^noney out of that'iund to keep 
the tuition low; therefore, we haye maintained this low tuition for 
lOyears. ^ 

We see a oieed i«f this middle-income group to work, to have an 
opportunity to workfor the mojiey. Instead of adding tvfo more million 
people— 2 miUion from the middle-income group that 'knows hov^tp 
work, that was raised to work-^to the grant prpcram, I propose that 
th\s number be giyeii the opportunity to work. 1 nave taught my chil- 
dren to work. I do not believifij that tlie middle-income p^ople^the 
people that are paying the taxes that just about furnish all the welfare 
programs in this country— want a-Jiandout, I think it would *be the 
worst thin^ you could do to give the middle-income group $250 a year 
. outright, with no strings attached. I wo|^d say, increase t^e provisions 
for them to make a loan at low interest or increase the amount for 
work-study. All the colleges in Alabama could ifse all the work-study 
they could get, and so many fine things accrue from that, in addition 
to the academic work. , 
This morning when .1 itartei;! to check out from the motel where 
. I ate breakfast, the manager called somebody that was ^yo^king there. 
I coi;^ not toll who it was, but evidently it was a young.person that 
.was employed. He had not come to Vork this morning— rij^'was an hour 
; or two later. He had not called in. After a lot of persuasion, I believe 
he told the manager that he was sick that day, but that hopefully he 
would be back the next day. , 

The work-study students in our college wfe are unable to come to 
school call the office where they work, whoever they work fpr— the 
/bookstore, the sni^k bar, the maintenance office — aiid tell theird 
am*sick today ; J w not be able to report to.work."^ I think that 
^this is goctd^. ^M' • ■ .» ' ' ' '' ■ 

; I am not goih^ to take much more time of this committer, but^ 
: Would like to see 1>h^rend tow:ard work-study; J think that wouldlol 
' cood for everybo(|y, particulady the students and the taxpayers and 
uie (^gress.^J|et' u^ change tgat trend from the grant to the work- 
Studjr. ; \ ; . . / ^* / 

: ' 4^hi8 chahgieqrill not be easy^' The patlif of the leiast resistance is just 
V ti^op on thx^p^nt a^ a means of expldience and get sortiething done 
this time. Thdn, nej^ year, it ^11 be ^;!billion from the railUon grant, 
. ;' »aHd then a»n increase rrpm^hat; After giving the middle-i^icome group , 
v^imdouts for a|^^ they will quit working, too, 

, ■ ■, • • 
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We have a developing campus. We try to get stuaents to 
they.say, *^Ko ; I get by adequately on the 'j^rant" These stiidohts here 
.thiat do not vSVork, 185 of .them (if you will notice on <she hajidgut) 
•could 'very well work ; tlii^y just do hot want to work. Kather, they . 
want to waste, time around the campus; Therefore, they spend 3^r4 ; 
Jliours on tiie campus^ doing nothing when they could be working. * 

As a result pf my experience with students receiving grants and with • 
those working, r urge you to consider carefully the raenuts of the work- , 
study program. I know lot of philosophers that do not |^e what I am 
about to say.. Some of them, Ghainnan Ford, are those you luiow. For 
example, a young' fellow from Michigan .that is with AACJC just 
wants to increase this ^-ant program. Btit I contend ;^that this is a 
handout; it is a giveaway progranl any way you loql^'^at it. N6w, it 
does some people s6me good. We have a few peoj^le that need tliis grant, 
people that 'could not wor)c vei7 much. In othcjr words, we h^-ve some 
adult women w^o work all day as domestics. They barely make enough 
to livfii on, and tliey want.to coIrl^ to school at night. I think that it is, 
good to help tliem ; they are trying to rise aboVe tlie domestte job th,ey 
niite, 'Bducation is their only way out of this situation,, , ) ^ 

But 1 tliinl^ it would be detrimenfal tb our middle-income people to 
give them this grant instead of providing some opportunity to^^rk, ' 
for tlip work ethic creates self-respect, dignity, and self-reliance, I 
^ iu^t thiiik t hat ttiis busi ness of wdrk is t he only vrtiy to build character. 
But uiifQilunat>Bly, a youngster does not have that, much opportiaauty 
to work,.to<Liy.;'m^^ large Mmilie^ are liabilities, whereas in th^' past 
thtgr,providea :a niuch-needed wo^^^^^ Concerning middle-income 
groups, I think we bught |i^ talk about the taiie:hoine'm9ney, notVt^^ 
' maximiinl saittry.^^^^ can make $:^5,000 and take home very 

ftttle, when evefythintj-is deducted. " , . ^ . 

, My plea to the Confess and !to this committee is that we do not^o' 
• the plith of the ii^ast resistance. Some of the colleges woirki just rather 
,; give the money to studwts. It is a little trouble to^upervise these 
ptjbple.at work, but-tliis supervision is worth all the effort it takes. And, 
^j^fip|><)se a student works and takes 5 years' to finish collegi^ln fact, 
flienvilJ^^ nearer ii'iii slung in 4 year's if he works than if ffe does not 
work,^r he fails to liudget his time properly ; he dx>es nc>t discipline- 
himself very welL" An(f if these youngSiters have to work, tH^ may not 
haveas much time to adjust to the socnal jifei Brit they wUl nQt bethe 
los(u-s; they pi-obttblf^ill spend their time adjusting to the academic 
. .life. /■ ■ . A,^- . ; \ ' ' '.■ -r 

I. am all for helping th?f middle-income group, to h^lp jthettiselves, 
just as I am for the lo\y9ix'31come group. I do not belieVfe in cutting this 
\york out iuul liahding niie money to tliem: Based, as Congressman 
I)ic kins<)U siiid, on iny experience for 40 year^ in ediioation, 1 do, not 
really believe the imdcllc-inconie group will thi>ik too highly of a $250: 
handout. I i^Mid SeCn-etaiy Calif ano's proposal here, and I cannot tell 
whether that $2:)0 .is for a year^ a quarterv or a ^mester; I really ,do 
not know what it is. ' . : ' / . ' / 

But anyway,7his is iny stateiTi^^ntl^ is m^v^leato you. Are there 
any questions ^ . . . . • . « ^ . 

jirlr. Ford. Thank'you. I take it from what ybu said then that a pro- 
gram that gave every family -at \yhatever incbm<i, level $250 per child 
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as long aa the child was in college would even be nioixs-objectionablfi 
than a combination of grants and work-stud/, and student loans? 

Mr. FoRRMTEB. Very definitely. It would, be more objectionable to 
me than even the tax credit because if the family gets a tax credit, 
niat IS a httlo difforiMit. Thoy luivo (HMtninlv done soiuetlunir to oani 
the tax credit; they have definitely worked. to make some .money, I 
think it IS better -ta give it to the family than just to cive it to the 
youngster right off, / 

Mt. FoRD,Thankyou very much. Mr. Buchanan ? 
^ Mr. Buchanan. Thank you, Mr, Chairman. 

I want to thank you, Dr. Forrester, for your testimony. It makes a 
TOod deal of sense to me. Mv.f ather had the same outlook that you did. 
He worked his way thpough college; and he said it Nvould not hurt me 
If I did the same. So, with a little heln from the GI bill, which I al- 
ready earned) I followed Iris recomniendation. 

. T l!"^*^"*^?- I had that, too, but I spent enough time with Patton 
that 1 did not think it Wns a handout. [Laughter.] 

Mr, BurjiANAN. I f6iind the work constructive. Part of my work in 
graduate school was in a psychiatric clinic— before they injseiited tran- 
nuilizers. That has been very helpful to me hero ifi CoSigress. 
[Laughter.] ' i ^ ^ 

Mr. FoRij. It was not all that big a change in the enyironment. 
[laughter.] 

Mr. Buchanan. You do, I gather, feel that it is possible to find 
adequate jobs to expand the woric -study program ? 

Mr. FoRREOTER. Congressman IHucliannn, the competition for stu- 
dents now IS such that jobs could ^nd would be found in the commu- 
nitv and around the college. These newer colleges need worlf-study 
to help develop the campus; the older colleges nCed work-study to- 
help clean them up and keep them clean, 

Mr. BrcHANAN. Do you also approve of the loan program? 
*Mr. Forrester. I would. Tf we could not got enough money to let 
thein work for what they get, I would rocoinmend expanding the loan 
program. . 

Mr. BrriiAXAN: Then you would propose toronthiue the grant pro- 
gram for those students you described. There is a growing college 
population of people over 21. 

^rr. Forri^:«ter. ^ye would like tp have some of that for unusual 
circumstances. / 

^fr. BrcHAXAK. Thnnkyou ver>;much. I appreciate your testimony. 

Mr. Ford. I would like to ol)serve that the President's budget for 
tins year increased the work-study appropriation bv $15 million. This 
bill, in its present form, wotild increase work studv by another $150 
milhon. In the process of dealing with this bill over the last few 
months, we have discovered thnt one of the problems yfiih work-study 
is that numerous institutions nre turning work-study money back. The 
tHrn-nround time in administering that monev is <?o long that the 
money thoy turn hark does not end up getting back to you : it ends up 
going hack to the Treasury. 

Mr. FoimF.8TER. If this is all they could get, tha^ nvould not turn 
it back; th6y would find a place to use it. ^ 



to 



• Mr. Fowi- WeU, what w are workmg on in the 

•ofiwSlbe aWw of, is the adminirtrnt^n of the PWgram.lf wrn^ 

SSTdoee not want the work-rtudy and you could use it, it would bfe 

^F^-^'steXnot^seU 

m^^f tKSwt^reaistance. The least trbublesovie program » 

1^ faVrSSand forget it. But ! do libt think'Siat la the 

"Mr. ^vmm». May I just Mk,<>n*><«l?"«*»°Mi SJ^^™^ 
^dMsSnd, as a matter of practical policy, t3» reason for thepwP^ 
minimum, rega*rdl^ of hcome rangfe, ''^ jJJg 
•yZia^ proposals before the Congress to provide a -$260 tax. credit , 
'acrosB the board, again.iegardless of i^icome. ' . 

Mr. FoBRiwfEHrThat is the expedience I am talking about, that is 

one way to httidle it. .1. 1. . 

BuchInan. Would you comment on the tax credit I 

Mr. FoRKBOTBR. Well,Tte I see it, I would first like to seethe amount 
-4n the work-stiidy program for the middle-income group and second, 
T^^bination of the work-study and, the hyan. And if it could not 
be dofla that way, to go to the tax credit,. ^ , 

Mr. Bu'CHANAN. Thank you. , , * iv.- 

Mr. Dickinson-. Mr. Chairman, let me thank you for this oppoK 
tunity to speak. And, let me add one other point that perhaps the 
doctor has fiotemphasized as much as he should, that I consider vahd. 

When yoU have both programs gomg, you have a grant on one Mde 
and wprk-study on the other. DependiAg on the ba<5gr0!und and the 
experience of the mdividuaj,it__^^^^^^^ 




this iruy over nere, wnc rooms uuwu imn x»w... 

of mme gets his free arid does not have to pay anything l^^^ , 

AMToS^ sie; it creates a problem, if everyW were fed out of 
the ^e si)oon, itto spcik.I think it would fee better. You are^not 
going to git b^h programs working successfully if ^one hag to^work 
?or what he gets, and !he other otfTgets a free nde. I thmk there is • 
buUt-in inequity there that must be dealt \*ith. • , _^ , ^ 
. Mr. FokSeot^ Congressman, I agree with you. The student who 
works and thinks he is being mistreated will actually be extremely 
fortunate in the long run. . 
Mr. Ford. Thank you. , ^ • ^ • «j t 

Mr FoWttOTEB. I do appreciate what the Congress is faorng, And 1 
want to thank them for their interest in this program- HeariM' these 
people herft today before this committee, I see it is a great problem to 

Mr. Fow>rThank you very much. ThaTcomriiittee will stand in recess 
imtil 9 :30 tomorrow morning. ( . , . 

[Whereupon, at 12'.^0 p.m., the subcommittee adjourned, to recon- 
vene at 9 :30 a.m., Thursday, Febniary 23, 1978.] 
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.House or RepresentatiVjbs, 
, SuBCOBJMTTEB, OK PosTSj^NDARY Education, 
./ CoMMTrrEB OK Education and Labor, 

' Washin^tony D.O. 

The suboommittee met, pursuant to notice, at 9 :60 a.m. in room 
2261,,Raybum House 0%e Building, Hon. William D. Ford (chair- 
man of the sqbcommittee) presiding. 

V^Members present: Representatives Ford, Mdttl, Cornell, Buchanan, 
ErlenbomandQuie. ; 

Staff- present: Thomas R; Jolly, subcommittee oo^ian^h William 
Gaul, comnuttee associate counsel; Patricia F. Rissler, clerk-legis- 
;Iatiye assocmte; and Christopher T. Crpsafj minority staff director. 

Mr. Fow). pie commite^ \; 

The committee is meephg this morning to conclude the hearings on 
H.R. 10854^ the Middle. income StudwitAssistah 

Our first witness this morning is pur -colleague, ^on. John Wydler, 
who.serves as cocha^mto of *he House Suburban Caucus, John, it is 
a pleasifre to haw you here. I must admit I was surprised when 
I saw you here tl^^is morning, surprise and also y«ry pleased, as I am 
^sure my colleagpte are. 

We have ypur statemlent. Without' objection, the statement Sub- 
mitted by Representative Wydler will be prhited in full at this point 
m the record, and you ni^y proceed to add to it,' or handle it in ariy 
wayyouwish. ; # 

, [Tliestatementof Hon.; John Wydler follows:] 

Testimony or John W. Wydleb, U.S. KepbesentXtive, Sth Distbict, 
\ ' . New Yobk 

Mc OhairiiiiLn, It is a pleasure to testify before you today, both In my own 
. representa^ve .capacity and i as cochalrp;ia»-of-tlm. House Suburban Caucus. 
Our blpartltfan caucus sees HiR. 10855 as only a stopgto measure/but a welcome 
one nonetheless. . » * \ 

; In the IWOs, Ck>ngress re&ffirmed Its commitment\to making educatlpnia 
oppprtrmltlea^availablie to everyone. Congress devised ivograms In an attempt 
vtp assurt' that all qualified individuals could benefit from a college education^ 
experience regardless of tWr own personal financial resources, Grants were 
provided for familles who could not afford the cost of thefr children's higher 
edncatfon.. That program, referred to a^^ the Basic Educational Opportunity 
Grants, has had some measure of success in increasing access to post-secondary 
education. ^ . 

The funds provided to the poor* through Basic and Supplemental Educational"^ 
Opportunity Grants, Work/Study Programs and Guaranteed Student Loans, 
have Bacceede4 in substantially iucceasing enroU^ienl of lower income individ- 
uals in higher educational fkcilities. I applaud Congress and HEW for making 
thI^^)ossible and hope these programs remain so remarkably successful 

(189) ' / 



195 ' ' 





V^^^^lOb^v^^ approftching a situation where oitily the 

vn^ popr. art able to attend college. The spiraling coeta 

!^;^^ teO'XEftich for the middle income Umily to ' 

come, to .terms with a terrible choice: 
^ ' 'ilb;.^^ pmmt of a college education and mailce tho 

" Itfuit eil»k^^ Iq 
i ^ff ia^^^ dikpimftTie all educational and other imp- 

^Miiimrtbel^ 

ligZ^^adj^ confirmed that higher ednci^Uon is becoming 

^ ^Jri^e'piiomc^^^^ ind the wy poor when-'il r^rted^ 

In yqy ^i ^s^ ^ lyn that angolliiiftiit: of ^ditMren from^ fqimiUes- earning between 
flO^OOQ antt tiilliQOO haidi^decline^ 16% sinte 1909^ Other^incpme groups showed 
mloVfipenroUmehtdr^ « 

IMng the past ten years, the cost of higher education has accelerated at an 
ali^r^iing ra^«Todbiy, the ayerage jannuapcost of. public university is almost 
18,000 and theiHBOSt of attending a private institution is anywhere between |6,000 
iM IKOOO p«r\year. This hurts! The middle income family Is hard-pressed Jo - 
meetr raese coi^ ft^^ It is not surptrtsing that many hsive become 

leariiitful of tiMftividuals *^ortuiiate" enough to qualify for assistance programs 
to W&ich the middle class hCive uo accesii. Imagine Just how magnified the cash« 
How problem becomes tor .af famSij trying to renter several of his children at 
the sAme timi£ ^ • 
^ My constituent from Rockville Centre has written me r«lgarding tax credits for 
college tuition : "I remember a whole bunch of years ajso^^^hen I had three kids 
in college that Senator Abraham BiblcofC made a valiant effort to get such'legis- 
latiou trough Congress and if my ^memory se^es me correctly, he failed by 
one vote in the Senate. I alao believe that passage in the House at that time 
• woi^dhavenoproblem;^ ^- ; . ^ - t* 
three of my kids went to private.collegjta and in addition to paying heavy 
tfaitloh payments for what I consider' to have been a good education, I have been 
saddled^th all kindh of taxes, both on a County and State level to run various 
community and State colleges. ^ ' 

fin other word^, my taxes are beinrused to support higher education and to 
the extent that I or anybody else may elect tqjsepd his children to private colleges, 
it is required that we additionally pay taxes <^n the amount of money that is re- 
quired for the children'^ tuition and other e^nses at coUege. It just really does 
not make sense. ;. . ^ 

**1 think, our private in^tutiofUi of higher^Mearning have been a substantial/ 
background to our country ^nce4ts inc^tloa. I am fearful that these coUegeis 
will be severely decimated m the next decade if we do not -find nteans to help^ 
flnance thetuitionof thos^yMths desirous of such an education." 

Obviously, the enactment of H.R. 1086& will help, but I fear it Ti^ll not help 
enough to make a siguificant impact on educational opportunities for ^ddlenslass 
students. I would recommend for improvements which I understand tliat my good 
friend aud colleague, Bon Mottl, who is the other co-chairman of the Suburb&n 
tiancus, will offer in subconunittee markup. First of all, the Income. limits for 
grants should be raised to ^,000, a more reasonable ''middle Income" figure, 
considering the infiation which has caused this whole mess. Second, the^prindpal 
amount for which Federal loan guarantees are available, both per year and total 
outstanding should increased to a more reasonable figure. Third, all the 
Various Jlmits should be indexed annually to refiect changes in the Consumer 
Price Index, thus maintaining the eftectiveness of th^ program regardless of 
future inflation and obviating the need to waste your committee's valuable time, 
and that of the full House, on fighting. this battle anew, year after year. Finally, 
*due to the dismal jjqb market^ loan guarantee recipients should be gif en two years 
after, graduation to start payipg oftthe loan. This will result in a lower burden, 
, fewer defaults, and lower overall cost to the tazp/iyer. I strongly urge your 
support for the amendmentyr of the ge^itleman from <)hio. 
; Bven then, I must emphasise iwhat I said at the outsett ^is package is a stop- 
gap measure at best The most effective means of pitting a glv^ amount of 
aMstance into middle Income handsis through a tax credit, such as that propAMcd 
Alienator Roth^ This could be modified to provide a cash payment to'^those whose 
tax MBility IsT liesfli than the credit. The tax credit would jbe virtually free of 



^ GoUegeand Tnltton Tax Credit, Not. 1977, Committee Print 95-12. 
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and 

as a cot. 
man ^0 
prowinja: ' 
in seeing 
people in 
the poppli 
country, 
todayVt 
by this c< 



adminWative pdsUi, thus^iuraring that nearly e^jpry dollar ^7^1 go to h^p itu-* 
dentfl witli .their education; rather than pay for morp bureiaucratii. I would Olke to 
seer eventually, a reasondble tax credit combined with a^orfi gtarantee which 
cover^ the fuU amount Ipf othi^rwlse unmeetable eij)en8es. Inltlje meantime, 
yopf^ bin is m6j3t .Tvelcome and t urge its prompt reporting t<w3Pull, Committee. 
T » |bof thatorour eventual report to the House wouldlpul tne Bdnca- 
""mlmmittee otf |pecord as recognlii^^g the^xoed for a tax credit for 

Ghalrpian. i , > ' . • 

OP HON, JbHN W, WYDLEB, A EEPBESENTATnTE 
bONGSEiSS ti6]itWE STATE NEW tOBK 

. ' i. ' / 

[r. Ghairnian, I will plactf tKe^latement in the record 
le other comments to it. I am pleased to be here, and 
tifyinff riot only as a Me^nber of the Con^?:ress, but 
Iwith one of the members oi the, committee, Con^^^- 
V House iSuburban Gaucus,* a liew, very active, and 
: the Membiers of the House wlio are most ihtjMiested 
in the rush to recognize the problems and rights of 
irban and rurrill areas of our country, we do not overlook 
no live in Jthe largest and fastest growing parts of our 
"Suburban "areasl Tliat is one of the reasons^I camo here 
ke sure that the interests of those pe(*)Ie are considered 
ktee, and that i)ieir views are known by the members of 
this committee in drawing up, this legislasfton, and considetinff^ther 
aspects of the problems of financing college education of thevniddle 
class of our country. • ' 

\ I am also here, really, in a^third capacity, .and that is'the capacity 
^ of a father whose son is about to graduate from high school this June 
and start college next fall. I am blessed to the extent that my son is 
a very good student, has a good extracurricular background iii school, 
and can choos? to go to practically any college life wishes. He told jne 
he wanted to go to an Ivy League , college — which I was glad to hear. 
Ife.also told me he wanted to go to a c(plege where he could ski. Asi a 
.^rfeult of that, he came up with the choice of Dartmouth College, and 
he has oeen accepted tliere. « * , 

, Now, what I found out when he was accepted at Dartmouth was 
that, university education is ^oing to costume at least, for starters, 
about $7,500 a year for his tuitioftfliis room, and his board. Of course, 
we all know that number is likely to increase by next fall, and prob- 
ably every fall thereafter as he goes through his education. 

He is the first of my three children ; the other Iwo are going to^come 
alojJig, two daughters; and I presume they are going to alsd want to 
go to college. . ■ \ 

So, I am well aware of the problems that face thfi middle-income 
people of Jthis country ^vho are going to have to pay, and pay dearly, 
for the college educations of their children. , - ' 

So, in those three capacities I appear here today, ^and I make no 
excuse for the fact that I am all in favor of giving additional help to 
fniddle-class Americans. I am basically in support of the efforts you 
^ are making here to Increase the help that is being ^ven under exist- 
ing programs; but I 'do not want thlit to be takeri in any way as an 
endorsement of any attempt on the part of this committee, or any 
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part of the Congress, to use it as a device to avoid ^ettijg to a vote 
on the iS8ue of .tnition tax credits, I am convinced there is overwhelm- 
ing su|)pk)rt' for thfft concept in both the Senate and in the House, 
and any vote will prove it, if ^taken on that issue. I do not 'think.it is 
legislatively *ise to try to use'this legislation as the means of avoiding 
a vote on that legislation. I think it should be allowed to come, to a 
vote a^d the vote taken. l am willii^ to abide by the results of the 
vote,.although I am personally convinced that the\v6te will be over- 
whelmingly—in both bddies— in favor of the proposed tuition tax 
credit. , . , i 

I think of /that as an addition, a\ital a.ddition to the present pro- 
-ams. Fran^y, if we were starting from scratch, that is where yve 
Siould start and add these programs to. that. However, we already na^^e ^ 
these programs, so we have to look on the tax credits now, as the; 
additionaleffort that should be made on the part of th^ middle-ihcome 
taxpayers of our country* . ' - ^ - ' '"^ ; 

Now, I am going to suggest — and Congressman Mo^ttl and I have 
discussed this—that in aadition to the provisions of the legislation 
that* you ape-proposing here, some amefndments be.mad^^that legis/ " 
latiojOj^i'lfave outlined f oi|r of them that I'am reqbmraending to you. 

^Krst of all, th^ incol(ie iimits' for grants, in my judgment, should 
r ^ raised to^30,069^.which t considejj a^more reasonable jniddltf- income 
figure. You'^know, that saands like a lot of njoney when you first >^r 
it, but when you consjderW/hat the costs involved are, it does not sound 
like a great deal abalL For example, if you take a man that has a 
$30,000 injcome^ take off his taxes and his living expenses,^he*probably, 
does not have much left. You take the fact that he' may want to send 
one^of his children' to a first-class university and get into #iy kind of 
"situation where I find myself, of paying $7,S00.a year. If he has two 
children in college, mbiie than Jiali of his real income Avouldbe going 
for that purpose. &o, it is not a high figure, nOt in view of the high 
.figures we l\ave to deal with ih higher educiition today. I think it. is' 
very reasonable figure under the circumstances, and I recommend 
that to you. . ' ' i.. v j i 

Second, I recommend £hat the principal amount for which Federal 
loan guarantees are available— >both per year and the total outstand- 
ing— should be increased for exactly the same' reasons that I have 
i) stated. ' • . ^ * ' „ 

Third, that all various limits should be indexed annual,ly to. reflect 
" <5hanges in the Consumer Price Index because we know darned well 
that all of the costs of university education are being treat«d*in exactly 
that fashion by "the universities, they sirpply increase their, costs per 
year as tlie costs of their goods and services increase. So that would 
5»st be keeping us where we a,re ^hen we pass this legislation. * 

And finally I suggest that the loan guarantee recipients be given 
a 2-year grace period after graduation to start paying of! their loans. 
' Now, in 'doing that I want to make clear that I do not think in any way 
we should cut down on our* efforts to make positive that these loans 
t-hat are made by our Federal Government are repaid. I think they 
should be, and I think our ofTorts in tliat i^frnrd should be increased 
' substantially. I have taken that attitude and that position before the 
Government Operations Copunittee^ wh6re we have had some exten- 
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sive testimoiiy on the breakdown in the system, These prpgr^m^ are 
^- very poorly run, very laxly ruA, m& a great many people are getting 
^ away .with, murder, to put it bliintly, in rep^yinoj their student loans. 
. There is no reason that should be allowed', and I do not want 'to g?ve 

the impre^ion, in asking for a grace period, thftt default be allow(^ 

in^the futyre---quite the contrary. I think that the obligations that. 

are^ undertaken should be fulfilled, and the* Governzn§nt has a very 

• s^ious obligation to the taxpayinc public 'see tbat they -are. Ih. all 
these casea— except the rarest--the^ can be repaid if we pass the 

. necessary legislation and the agencies will, take the necessary action 
to collect the funds that are due. ' ' . . 

Mr, Chw^^ that, I think, summarizes the additional remarks I 
Bfiakp in addition to the statement I oflfered for the record. I thank the 
chairman for his attention, ' * . < 

Mr. MoTTL, Mr. Chairman? , ' 

Mr. Ford. Yes, Mr. Mottl. v * " ^ 
: Mr; MoTTL. Mr. Chnirman, I would ]'u^ like to thank the gentleman 
from New York for his eloquence in pi-esenting ou belmlf of himself, 
and t;he Suburban Caucus our proposed amfeudmeniis that we will be 
offefing on Tuesday in the markup of this legislation. We think they, 
are all constructive amendments ^hat would be very helpful to the 
averagfe-income people of this country, 

I would like to compliment the gentleman for his fine statment. 

I think one of the main reasons we cam6 intox^xistence, the Suburban 
Caucns^and I att^ested that yesterday to the spokesman for the Cajr- 
negie Council in her testimony — is that we have ^speii that the wealthy * 
people can afford to go to college and tha poor people can afford, to gov 
to college through various Goyernmertt' programs, but tlw av.erage-in- 
come Americans-n^I put an arbitrai-y limit from, say, $10,000 tp, $35,000 
a year— have a very difficult time.^scndin^ their cliindren to higher 
educational institutions, esp^iaHy private institutions. 

One -of the main reasons we banded together, and \ve now have 41 
members of the Suburban Caucus, is wanting to see thatan incfome tax 
cut l?e allowed for those people that ai*<i aveirage-income people, that 

* they get a better equity of the distribution of the Federal dollar that 
they have not gotten in 'the past because they have been lumped in 
wibh urban centers. There are about 108 million people now residing 
in suburban communities, and they send $3 to Washington and get 
$1 back; wl^ere the urban centers send $1 to Wasliington'and get $3 
back. We have been lumped in with the urban cenfei-s and have not 
been- able to get^ouMair shafe of the distribution of Federal funds. 
One of the big difficulties we^ perceive, suburban Congressmen, people 
from our districts are coming to us every week saying, "Can you give 
us a helpinff hand to get some financial aid for our sons and daughters 
that would like to go to institutions Of higher learning?" 

They have told,us on many occasions tliat because, of* the income 
limits if thby make $25,000, $27,000,.$23,o5B,'that they just do not qual- 
ify for financial assistance. I think an important statistic was l>ix)Ught 
. out yesterday, that those families who earn -$23,000' or more — and that 
is quite prevalent in the suburban community today between a hus- 
band and wife, or just the husbancl himself — tliey p^y over 50 percent 
of the Federal personal income taxes in this country. 
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MM^i^^ ve liave joihed i*^^ to get a / ; ■ 

pewns. We 

^If^ IHiesdayv aiid hopefully they ; ^ 



• ^ j b^5i|i^jg^ ftpH parts of the world is Uie f a^St that we 

iVv; i d^^^^^^^ citizens %ho can be diBscribed as "middle 

p-^iM^^^Bii d^itmot from' impoverished or exbemely wealthy. I have, 
^^f^ 4^^urin^ most of by years of inyolvemlent 

l^f i^^^ policy the attitude that, 

! , Its long as we Ivave a middle class which outnumbers tl^e ot^er cesses, 
. we wul haye succeeded in some measure in iheeting the proinise of . 

the dgoeni of the Declaration bllndependehce. x 
' d9 not take it as any kind of exciting, new discovery that there , 

' are more middle^class people iii the^Unitra States than other types 

• ibf peoi^e. I would not -Want my membership in the Suburban Caucus^ 
ia^^^ way associated with the; concept that suggested that we 
were invdlved in that caucus primajrily as a result ox some kind of a 
new class w^fare^ because, unfbrtiAilately, I do not htive any middle- 
chss people that make $80,000 in m^^ ^ 

Ij^ould like.to ask you,-Mr. Wydler, whv, if this is only a stop-mp 
meaWe, as ybii dewriW it, yea would reafly prefer tax credits* 
* do you _gp £rom $25,000 to $30,000; what ditference dees that make ? 
. / itfrv T^YDiiEB. "yVell, it wptdd let some more people intov^he program* 
/iOiat is £he only advantage 

Mr. FbKd.lVTiat would it cost? 

Mr. Wypijeb^You mean the taxpayers! ^ 
Mr. Ford, what does it cost to ch^^ge the family income limitation 
\ in the BEOGVprog^iwnfro . 
0^ Mr. VfynuESL ^ou are tfiBcing about, how much would it cost.the 

- ' taxpayers to change it? • ' - 

Mr. FoBn. Yes. 

Mr. Wtdler. I do ntft hav^ that breakdown, I really do not, 

* Mi, Ford. I dp not have any idea what it would cost,, as a matter 

- of fact. But I Slippo^ before we con&iderfed an amendment wis should 

^ 'do a computer run and see what kind of money we are talking about^ ^ , 
Are you aware, John, that just about a week ago the Labor Depart- 
,inent released -figures indicatmg that only 2Q percent of the i^umlies 
: ' in this country'Mve a combined fai^ - ♦ 

Mr. WTOtER When you say am I awate of it 
readingit But that does not ^rprise me. . ' V* ^ 

MTfFoHD. Would you suggest 'that a program aimed at *Tniddle- 
incoine Americans,"^ ^at encompassed ail ^Ajnericans except the top 
20 perc^Ue in combined family income,, is coming pret^ -close to / 
. hittmgBlI the "middle Americans" that you are going to hit?^ 
; Mr?WTDiiau Well, you haVe to decide what you mean wKen you use * 
the fexpression "miijdle-incoihe Americans." Of course that is a ques- 
tion ofsomeirfiilosopUcal discussion t^^ ^ 
Mr. Ford. TJinety percent? \, . \ 
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' Mr. Wydler. Now, I am surprised to hea^— I really do not know 
your own district that' well, where it ig — ^you describe it as middle 
class. We have in my -area — which is a suburb of the city of New 
York — a great many people that we would call "blue-collar*' people. 
They work: in those types of jobs,* more or less with thfeir hands. The 
husband may hold two jobs, and the wife may hold one or mor6 jobs, 
but theit combined family income is maybe $30,000. They are not 
living tke good life in any stretch of the imagination. They are work- 
ing Vfery hard to have that kind*of income, and they need all of it to 
just' more or less get alo^ig andjjvrvive. 

I do not know about tlie situation in your area, but a' typical small 
home in Long Island and Nassau Coimty has a local tax bill now of 
up to $2,000 a year. That is money that has to be paid just for your 
school and local, tax services. And I am talking about a very small, 
modesf home, I am not speaking aboiit any kind of a large home. 

So, I do not find those figures at all. Nation-wide they may 'be true, 
but you have to deij-l with the types of communities you represent. 
In my area $20,000 is just about subsistence income for-a family to 
exist and live, and that is mainly because of the cost of govemment. 

Mr. MoTTL. Mr. Chairman, I would also concur with that. I have 
the suburbs of Cleveland, and it is not unusual to have people, husband 
aild wife working together, earning $25,000 or 'more, $30,000. You 
know your district better than I, I am sure, but all the statistics I ever 
see about iDetroit, especially when the automobile industry is booming, 
their income is better than Cleveland's. We are a'little more diversifiea, 
we are riot strictly automobile like Detroit, but it is not unusual that 
people living in the suburbs — and I am not talking about Shaker 
Heights in Cleveland, I am talking about the oth^r side — for mopy 
people who have the hard- work ethics, they wofk awfully hard to 
make incomes over $20,000, and they have difficulty putting thdir kids ■ 
through school. I think \p is about time we do something, and I am 
sure that is the purpose of- this legislation, to help the average income 
people. I think the limits could^ raised — not drastically, but some- 
what — ^to help'jthjpse people. » 

Mr. Ford. Mr. Buchanan? 
- Mr." Buchanan. Thank you, Mr. Chairman.' < 

I am intrigued, first, by the suburban Caucus. - 

Mr. Wydler. Why not join? • 
, [Laughter^] ^ 

Mr. MoTTL. We would love to have you. 

Mr. Buchanan. Do you have members who also are representatives 
of cities? . ' *• ' 

Mr. Moni. Sure, about half of our people. I represent Cleveland. 

Mr. Buchanan. I have, -I must confess, a 'certain^ schizophrenia 
about, your testimony, Johii. I aki in basic sympathy with what you 
propose. Our colleague from Ohio mentioned tlife fact'that we are deal-: 
in^ here with "work ethic'' people. Most of the peopLe.who live in a 
suburban district, are people who are there jvs a result of somebody's 
work, and are people who do work, and who achieve. 

Wt3 had a witness yesterday who recommended we simply do away 
with grant programs except in special cases; for example, a^woman 
who i& goipg back to school to add to her education. The witness was 



the president of a junior college and be felt it wagrbettex' for the couu- 
tty and for the students to earp their education. He proposed we in* 
qrease work study funds'and expand the lotjn* funds so'.that people 
CQuld bonw and earn to pay bacK. He proposed it was better to work 
to earn pne^ education than to have it bestowed upon the person. 

Isiihere a ceitaifi le^fel of income at which it does become moi'e rea- 
sonable to have loan aftd earning programs in lieu of grant programs? 
.Air. Wydler. Again, that is a philosophical question. If we are 

; staining from the beginning, drawing^up all the f edeml programs to 
date, I think thosp kinds of discussions wpul<i have some releyance. 

. But i^s a practical matter, we are not, we am discussing ongoing pro- 
-ams, dnd I do not tliink it is very likely tliat we are going to throw 

' Out the programs we have! now. \Ve have loan pix)grHms,^of course, 
and w'e have^rant programs. ' ' 

I look at tliis question in a little different way. If yoti really believe 
that we shouid get away f Kom the grafit contept, then I would say that 
is a very good argument for going to the tuition^tax credit, which, 
allows tjie poeple, to'that extent at least', to keep the funds that they 
have earneo; and use them fpr an educational purpose. That would, 
seem to me to be a very good way to uccoinplish some Df the theory-' 
behind the argument that the people §hpul/earn their education. Tbat 
is money they have earned, You are lettirfe them keep that money for 
the purpose of buying their education. I think that woiild be a very 
strong argument if you believed ui that concept, for^the tuition (ax' 

■ credit. • . * .v/ 

I have no objection to w;Kiit you are saying, or to what tliis witness 
said at all, except in the context in which we are appearing liere today. 
Wq know we have varioijs Fedenil programs, and none of them are 
going to be Canceled or wiped out, that I know of. So, we.are going to 
erither change them and amend theui to be .more realistic and do the 
tfiings we want them to do, or we are not. That is really the issue I am 
addressing myself to. If we were starting from scjatch, iny testimony 
might be quite different than it is under the circumstance' that we find 
he^^ today. . , 

. :^^r. Buchanan. I^iess it is die case that $30,00© does not mean the 
same in suburban New York, or New York City, as it does in Birming- 
ham,- Ala. , ' ' ^ V 

'Mr. Wydler. I don't know, I think you i)eople are coming along 
pretty (juick down there. . ^ 

[Laughter.] '\ . ^ 

Mr. MoTTL. All the industry is moving tliere, right? 

M5. BuGH.VNAN. r thartk the gentleman for his testiji^ony. We cer- 
tainly will take a hard look at your proposals. 

Mr. Ford: Mr. Cornell? ^ 

Mr. Cornell. John, I was just a little concerned by the reference 
kt the top of your first sheet, the.allernatives to tuition tax credits. 
I certamly agree with you on the need for tuiiion tax relief through a 
credit system. I notcid not- only did yau use the word ^'alternatives" 
therie, but at the close of your statement yoiLtake a rather p^imistic ' 
view. ^ ^ / 

I realize that the adn^inistration has indicated diaV they would' 
not accept botb, it would be one or the other. But I hope you agree 
with me that prehaps we can hai'e this sort of legislation complement. 
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: or vice yertia) tuition tax credits. I hope that during this session we 
> / iiot oidv pass I^^gialation of this nature, but also same type of tuition 
vv tucreoit 

* Mr, Wtdusr. Well, I l\ave tried in my statement to agree with you 
^J^- / . reomplietclyvO^ I failed. 'But my point was, Fatjier, that if we 

s 1 were writing Federal aid for higher education now from the beflpn* 
-;; liidg, ! WQUld star^ with the tuition tax credit, that would be my first 
' prop<)9al. But un3Fortuna£ely j^e are in a situation where we have 'to 
deiJ.'idiALthe progra^to are on the books. We already have a form 
of Federal aid to higher education in various legislation tliat we 

So,T[ do not want to iust say, "Dp not do anytMn^ here because that 
would njean we woula*gel the tuition tax ci*edit?' Lknow le^slsi- 
tiyely that wodM not help us at all, to take tHat. attitude. I alsoltave - 
beftn around long enough to know that the administration sent this ud 
as a way to get that tuition tax credit program but of the public's mind* 
and give them this as an alternative. 

I will buy this projgram and in fact expand it. I am r^mmending 
we ^expatnd the administration's proposal — ^^but not for the purpose 
that they are proposing it. I just think it is necessary to 4o that and 
improve these current programs. But I think the most important 
. '■ <?oncept, and thb most important prdcram by far, is the tuition tax 
{Upgram. I an\ convinced, And I tliink everybody on this con^mittee , 
18 probably convinced, that if we get tliis to a vote in the Senate and in 
M|| the HouscL the tuition^ tax program Vvill not only pass, but pass over- 
whelmingly.*! am convinced that will be the result of such a vote. 
' I hop that we will get it to a vote, and I think we diould. I do 
not thin^ that this committejp should send this to the flpor of the* 
House with the message th(it it is tlri^ bill, or the tuition tax credit, 
because I do not think tha.t is the^ choice at all. I tliink they^are com- 
patible, and I think thei*e is no re&son wQiiicannot have botH. In logic 
there is no reason in tile world. The tuition tax credit would just oe 
another .foi:m of Federal aid to higher education, just like we haw 
had -loan programs, and grant ^programs, and whatever ,othet kinds 
of programs we have cuiTently'm this foi*m of Federal aid to higher 
education. These are not alternAtives-^they complement one another, 
and sp/will the tuition tax credit progrtoi. 

Mr. Cornell. But do you not think, though, that il is rather un- 
realistic to expect that we could Tidopt a prograip like this, which 
already is a nfiattei* of well over $1 billion, and then^a tuition tax 
credit that has been given various estimates of arouiid $4'billion. Da 
' you think realistically we could exp'ecttogetboth? 

Mr. Wydler; Well, I think you have to answer that question by 
askn^ yourself this, if those numhfei*s are righf>-and of course, I have 
heardTso .many diffei^t numbei^s quoted at me in relation to not 
A only-this program^ but the taiition tax credit program, I am not 
exactly sure which one is correct— but if you ate talking about a $4 
^bllllon*tuition tax citedit program and a $a billion improvement pro- 
t gram, whatever the number may be, yes, I do think it is realistic be- 
cause I do not icnow there is that muph difference betw,een the H 
andthe$5Billi6if. • 

Mr. Qxji^. I dp not, think it is fair to compare the tax credit for 
elementary and secondary education, and higher education, with tbp 
-\ ' , ' * . 



^iioiiti^ bilL Thft IRoUx bill, tmdentibd, was about $1^ 

Mr, Ck^^ saw in the Both 

^ill^; Fd^i^^^ up "^ith a figure of ^.7 billion 

If g^ii )|iaT6 a oredit'per i^udent, and adjusted f or parfe-timb 

students.' ' ■ ••'A 

/ The pwunissioner is gping to be testifying that the $260 is only 
^ for the full-tim^ studentship, you haire to use comparable figures, 

Mr» F<m John, I am interested in one other thing. There is ab- 
4|Dlutely nothing you said this mbminj^ that would not sound V^ry 
good in iiy district, and hopefully you will not educate the Republican 
who is goiAg to bB running agajnst me this fall. I faiow it as going 
to sound awfully |[0od to my constituents. [Laughter.] 

Mr. Wtduer. I ]ust want.to tell the chairman, you nave alwajrs been 
my 8ec<md favorite '*Ford from Michimn." 

^Mr. QuiB. The other one was a car ? [Laughter.} 
' Mr. Fosp. You made the observation th^t you think that tax credits 
avoid bureaucratic entanglement for us. Do you f eel cqmfbirtable 
aboutf the idea that the Internal Bevenue Ser\cice would be writing 
regidatipns to determine, what a fuU-time or part-time student is; 
and^ what attendance at a college or imiversity was? I . am sure you 
are familiar i^ith the problems we have with various Federal agen- 
cies defining institutions. We have no problem understanding hetUSr 
•known universities *to be a "college^." or "university But someone, at 
some stage, has to determine what is a ^'school" for the purpose ol 
qualifying the tuition paid to that school for e^x credit. That some- 
• V one, presumably , if we go the tax predit route, is going to be the Inter- 
nal Revenue Service. ^ 

Do you ^et^mfortable^bout getting the Intenial 
ice into the business of denning education and writing the regula- 
tions about what is and is not a recognized or legitimate school? ^« 

Mr. Wtdlbr. Well, when you say do I "feel comfortable with it," 
the sliswer is, of course I am nervous about any Federal agency writii]^ 
rules and regulations^ I do not say that facetiously, I mean, really w^ 
have problems with that in every Feaeral agency, and we may have to 
deal with that as a general problem. » * * *> ) 

Mr. Ford. For example, let me call your attention to the* fact that, 
over the years in trying to find a definition f Or "nonpublic school" in 
* tiiis committee, we have continually e^iccmntered the question of usinff 
the Inte^al Bevenue's-definition of a "non-profit^ non-public school" 
because it clearly covers such things as the all-white academies in the 
South — should not say in the South,4)ut throughout the 'countrv' 
where this phenomenon iS occurrj[hg as it is in my own districtrr-which 
were established for no other purpose than, to avoid the consequences 
of integration. And yet, the Internal Bevenue definition cleady makes 
them eligible for.the same treatment as a Catholic, or Lutheran, or 
l^brew day school operation. ^ : w 

Clearly, it would not be your intention to subsidize that kinH of ' 
an operation, would it! ' • . 

. Mr. Wtbler. No. . 
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Mr» FCMD. The Intem&l Revenue has never been able to find a way 
to make a distinctioii between a fine, 300-year-old Catholic school and 
a brandnew all-white academy, constructed solely and exclusively tot 
the purpose of avoiding the law of the- land. They are all treated the 
same by Internal Revenue qow. Do we want to turn education policy 
overtothem? . , 

Mr. WTDiikB. The thrust of the gentleman's argument la that we 
really ^onld bj careful of legislating Federal laws because the regu- 
latory agencies might get us into problems by their regulations. I agree 
with the gentleman, however, J have always noticed that he did not 
let that ooneem him too muc^ in the passage of Federal legisbitipn m 
other areas. - • ■ 4 

I am very sensitive to the problems regarding the administration of 
the laws that we pass at the Federal level. I would say we have a lot 
of experience in Uiis very area, for example, whan weTiad profframa 
such aa^ GI Bill of Rights, in which members of the Axmed Forces 
were allowed to get certam payments made to various institutions. We 
had to define what was a qualifying institution and what was not, and 
some ;p*ederal agency had to make those* decisions. ^ 

There will be problems in the administration of any law, but they 
will be a lot less in my judpnent^a lot less under a tuitiontax 
program, than under the programs we are currently running. They 
willcost us, as overhead, a fraction of what the current Federal pro- 
irrams cost us in the way of administration/ and the corresponding 
trouble and difficulties, because those people also have to define what is 

^^tSJ^rSiSI^^ be fairly simple for the Con^iress to put 
provisions in the legisktion that would allow these decisions relating 
to matters such as you are raising here to be^made by other appro- 
ixriate Federal agencies, if we felt that was better. 1 niean, let the 
Education Department make these decisions. It you wanted to do 
that, that could be done legislatively, if that was really a big prob- 
lem. I do not know how big a prqblem it might be. • v 

Mr. Ford. Well, I can give you son^e idea. There ftre weU over W 
kwsuits 'going on at thje pre^nt time across the Qountry against the 
Veterafis' Administration for juat-defining what * fWl-Ume student 
is, and defining their very simplistic regulations for administering 
' the GI bill. ^ . ^ ^ 

Mr. Wtdler. Of course, I agree with the gentleman. 

Mr. FoBp. The Veterans' Administration is still running the GI 
bill based on what "college" was 25 years ago. / 

Mr. Wtdusr. I agree with the gentleman, of course, those are the 
current Federal programs. I think we would have a lot less trouble 
with a program such as a tuition tax credit program. I think those 
decisions would be a lot^aner and easifer to make than the prob- 
lems of the type you adfuilking about. I think it could be handled 
much simpler than n^pof the problems we face in trying to run 
the Federal program^nat we have currently. * 

Mr. Ford. Thank you very much. Mr. Quiel 

Mr. QuiE. I just want to echo Mr. ComeU's statement and your 
own, John. I believe we need both, improvement of the student aid 
program and tax credite. ' 
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Mr. WtDler, I appreciate it. Now, when I tesfehed here today for 
the purpose of this hearing, I just want to make clear to Father 
Cornell, I am talking in terms of a tuition tax credit about higher 
education tecause that' is the thrust of the hearings that you are 
holding. I have my own personal feelings rerardinc the other as- 
pects pf this question, elementary and secondary education, bnt I 
am just trying to confine myself for the purposes of y^r hearings 
to the question of higher education. That is wlmt I am discUB^^gliero 
m regard to tuition tax credits this morning bgcausc there are ditfe^nt' 
variations of tuition tax credit legislation, as the gentleman is well 
aware. 

Mr. Ford. John, now that we have you and Al Quie on record as 
thetwobigsjpehders [Laughter.] 

I am really kind of elated because I have occasionally been re- 
mmded from your side of the aisle of my profligate habits with the 
taxpayer's njoney. So, 1 am ixjally sort of elated to yt here as the 
.conservative guardian #f tlie Treasury, while you Republicans decide 
to UD the ante^y two or tliree times. 

Mr.QuiE. We have learned how to get elected from you. [Laughter.] 

Mr. Ford. J do' not think the fact that Al is naming for Governor 
has anything to do with iK [LuughtenJ 

Mr. MoTTL. Mr. Chairman, we have some I>omoci'ats overjiere, too, 
to join him. 

Mr. F'oRp. Aa a matter of fact, vou are the only one. [laughter.] 

Mr. Wydu:r. Hefore jou gentlcnion give the'chainnan an award as 
the "Guardian of the Treasury Reward," watch how^lie votes on the 
tuition tax credit. [Laughter.] 

Mr. Ford. Thank you very much. 

Mr. Wydler, I thank the chairman. 

Mr. Ford. Now we have Hon. Ernest- Hover, Commissioner of Edu- 
cation, accompanied by Al Alford/Fom Hntts, and Margaret Dunkle. 

Without objection the statement /)f the Commissioner will be in- 
cluded in the record in full at this i>oint. Von may procecfd to comment 
as you will. Rut if I might, before yon ?>tart, I would like to thank you, 
Mr. Commissioner, for the tremendous amount of effort put into the 
creation of the program that is Ix'fore this committee. But for your ef- 
forts and the efforts of people in your shop, people who are with you 
here today— and Leo Kornfeld who is not with you today-»-I doubt 
that wo would have a spwilie pieci' of legislation at this juncture in 
front of us. I am sure we would not have a piece of legislation with the 
blessings of the Carter administration but for tlio effotto of you and 
your p^ple. 

It has not as yet been said often «nough. and I think the record ought 
to carry- my own pei-sonal opinion that you deserve a large part of the 
credit for initiating the activity that led to where we are. I hope we 
will have a chance to celebrate your sueress together. 

We know that, as a matter of fart, the basie proposal that we are 
dealing with was almidy put together in your office some time before 
it surfaced as a piece of legislation here. Twill not try to guess why it 
is HO difficult to take a great idea like this and penetrate the bureauc- 
racy that you have to deal witli to get through the administrative 
process. 
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But, in any event, we^are pleased that vour ideas ixe now on the table 
before ns, and pleaaed^to be world^g with you fon the enactment of 
thi$ leffisktion. \ 'i 

]frM>mii>i88icmer, on February 22 we wrote to Sd^jretary Califano 
oonoeming any additional recommendations that he la^dit have on 
behalf of the administration for this legislation befonrK concluded 
our hearings. It is my understanding that through you thMdministra^ , 
tion does wish to obmmunicale a recommendation tor a change at this 
point ' 

STATSirarr 07 box.; ERXE8T L. BOTEI^^ (^MinSSIpHEB 07 
EDVOATIOV, DEPABtMEIT 07 HEALTH, EDTJCATIOH, ApB WEL- 
■ 7ABS, A0CbM7AHIliD BT^ALBEBT L. AITO BD, AS SIST^pT COM- 
« WaaOV^ LEOISLATIOH; MABQABET C. BUHKLE, SPECIAL* AS- 
8I8TAHT TO DEFTTTT A8SI8TAIT SECBETABT ; THOMAS A. BXITTS 

Commissioner Boter. Thank you, Mr. Chairman* 
• • On behalf of Secretary Calif ano I should like to read into the record 
a response to your letter of Tebruary 22. The message conveyed is 
that: ^ - 

We pr^iMMe to rerliie^e OSL pro^m so that It treats family tuition expenses 
for prirate elementarj and secondary schools In a manner sImUar to the way 
that those expenses are treated under the Basic Educational Opportunity Grants 
(BEOQi) program. Ab yon noted, this revision can be aecqmpUshed by regulation. 

The ctirrent formula for determining a family's eligibility for the In-school 
interegt subsidy in OSL is simple. The family's adjusted Income, for purposes 
of OSL, equal's eo percent of Its adjusted gross Income, minus $750 per family 
. member: Thus, a family ot four whose adjusted gross Income Is $30,000 would 
have an adjusted family Income for OSL purposes, of (0.0) X ($80,000) -(4) 
X(|700), or $24,000. Under recent student assistance proposals, the celling on 
OSL ellgihUIty for In-school Interest subsidy Is $40,000 of adjusted family In- 
come, which for a family of four Is equivalent to an adjusted gross Income of 
Just under $47,800, ' ' ' ' 

In calculating eligibility for the In-school sulmldy, we will make a change that 
will permit a family to subtract from Its adjustwl gross Income the amount of 
unreimbursed tuition that It pays for private elementary and secondary school 
education. In the BEQ.Os program, unreimbursed tuition is automatically deducted 
•from family Income In determining eligibility and the amount of the award. We 
would merely extend this approach from BfX)Gs to GSL. 

The Secrctarmhas asked that I read that into the record, and the 
formal letter has Deen delivered to you. 
[The letters follow:} 

House or RcPBESKNTATiru, 
CoMMirm ON EdVcatio:« and Labob, 
* SuBcoMMrmz ON Po«TSECONDA«r Education. 

' f ■ Waihinoton.D.C..Fcbruanftt,1978. 

Hon. JoaxPR Cawano. ' ^ 

Btertiary, Depomment of Health, EduratioK and Welfare, 
Wa$kington. D.c: 

D£Aa Ma. HccirrimT; As you krtft^.' Itt:W regulations praT;lde that tuition 
paid by a student's parent^ for other cMlldren enrolled la an elementary or 
secondary school must be taken Into nahimt In deteri^fnlng his or her ellgi* 
blllty for participation In the Basic Educational Opportunity Grant Program 
authorised by Part A of Title IV of the Higher Education Act. 

It la my undersUndkig that regulations fbr determining a student's eligibility 
ft>r federally sulMldlxed Interest payments cm a (;uaranteed Student Loan pres- 
ently do not require that a family's elementary and secondary tuition payments 
be taken into accotut. 
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ia edniMetkm wlih our Joint tfforts Jo tmrlde relief for tftudents from lutrd- 
iMMd alddMaolMM flUBlUeer^I would like to inquire tbouf the feasibility 
of emenaing preeant Qntmnteed fltudinit Loan Program refulatlons to permit 
the eon rid er atioa of m famUf^a elementanr and eecondanr tuition expenses in 
dsCofttdbtfac tte adjusted family inconia My understanding, based on our recent 
IsHyllpas eoBTersatioii* is tbat thifi is one option you are now, considering. 

▲ yimapt Mvonae to this inquiir^ would be Terjr helpful to our Subcommittee 
In lis consideration of the Middle JOocome Student Assii^ce Act v 

JVitti kind retards, I am . 

SiBcerslj, ' 

' WnxxAM D. FoBD, Chairman. 

' 8ioanAsyorHxALT8,BDt7CATioiipAHD Wkltak, ' 

Watklmgtim,D.0.,Fe}fruaryiB^m8. 

Boo. WnJUMu D. Fobd^ 

OMnnm, 8n^o(mmUi€e on J^9eoand9nf SdueaiUm, Omtmiiiee on Educatkm 
am4 Lakon ^'S. Stnm of B^fre$efUQiive$, Wd9hinffton, D.C. 

Dn^n Mb. Ohaouam : Tluukk yon foe your letter of February 22, id78, inquir- 
Inf abO|it the Guaranteed Btudent Loan Program. 

Wepvopose^to rerise the QSDjnogram so that it treats family tuition expenses 
for pmkte ^ementarj^ and secondary schools in a manner similar to the way 
thai those ezpcnses aie treatbd under the Basic Educational Opportnnity 
Grants (BSOGs) profiam. As you nQ(ed,< this revision can l>e accompUidied 1^ 
regnlatlon. * < . • 

' Hie current fbrmnla for determining a family's eligibility for the in-sdi6ol 
Intmst subsidy in GSL is simple. The family's adjusted income, for purposes 
of GBL, WHils to percent of i(8*kdjusted gross income, minus $750 per fam^y 
■Mmber. Thus, a family of four whose adjusted gross income is 180^000 would 
have u adjusted family income for GSL purposes, .of (a9)X (|80A)00)-(4) X 
(ITOOH 0? 104,000. Under recent student assistance proposals, the ceiling on GSL 
eUglhiuily for in-scfaool interest subsidy is |40,000 of adjusted family income, 
which for a ftoiily of four is equivalent to an adjusted gross income of Just 
under|47306. ^ * 

In calcniating eligibility for the in-school subsidy, we will make a change that 
will permit a family to subtract from its jidJusted gross income the am^mt of 
unrsltMbnrsed tuition that it pays for private elementary and secondary school 
sdndtitfon. In the BEOGs program, unreimbursed tuition is automatically de- 
ducted from fiunily income in determining eligibility and the unOunt of the 
award* We wopld merely extend this approach from BEOGs to GSL. 

With best regards. . 
Sincerely^* • 

' ' Joseph A. CAXATAVo^Ja. 

Mr. FoKD. Thank ^oa very much; I appreciate fhis yerj^ dear in* 
dicntion o| the administration's effort, in addition to the initiatives' 
recently undertaken by your office and the Secretary to. assist non* 
public school students, to recognize in a clearly constitutional way 
the special problems that people bearing the cbst'of private education 
&ce. 

Also, I am sure Mr. Quie is happy with this because it was Mr. Qoie 
and m^. predecessor, Jim OUara, who put a similar provision in the 
law with respect to BEOG in 1975 here before the conimittee. So, 1 
ana sure the committee would Sjpiee with me that this is a welcome . 
initiative on the part of the administration. 

We will probably want to restate it in the legislation, so you will 
know how happy we are about it. [Laughter.] 

Ton may proceed, Mr. Conmiissioner. 

[The prepared statement of Hon. Ernest Boyer follows :] 
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Statement by Hon* Ernest L. Boy^r, U.S* CoMMissiojfER qt Educa- 
tion, Otfice or EDiMfATioN, De^Xriment or Health, Education, 

" AND Welfare, Accompanied by Albert "L/Alporo, Assistant 
Commissioner ro» L^ib^tion, Margaret Dunkle, Special 
Assistant to the Deputy Assistant Secretary rbR Legislation, 
Education, Department or Health, Education, and Welfare 

*Hx» Chairman and Members of the Subcommittee: 

I am pleased to appear before this subcommittee to further 
* discuss the Administration's new student aid proposal. As you 
may recall, when Secretary Calif ano appeared b,efore' the Joint 
Hearing eax;lier this month, he outlined the broad concepts em- 
bodied in our plan. ' y 

This hsorning I. would like to focus my testimony on several 
• issues which have ^risen since Secretary Califano testified 
before j^you on February 9. ' ^ , 

As you know, President Carter is committed to increasing . 
Student financial aid for middle in^me families with children 
in college. Toward this end, the President has announced that 
he will request a $1.46 billion package of grants, work study 
and lo^ns in fiscal 1979 to provide additional student assis- 
tance within- the framework of existing Federal programs. Of 
this total, $250 million was requested for thc^e purposes in ' 
the President's original FY 1979 budget, and the additional 
$f.21 billion request will come from the allowance for 
contingenci^. ' * _ 

Now let me turn to some of the issues which. have arisen. 
First, with respect to ther ^asib Grant i'rog ram, I would liK^to 
emphasize that we are maintaining certain basic concepts of the 
program. ' . - • ' ^^'^ 

■For example, the half-cost limitation will be maintained, 
but. it will not for all practical purposes affect the new $250 . 
minimum ^ranb for families with up to $25,000 incomes. 
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i shonXd point cot that in . thm Basic Grants Program, yith a 
C;;rw^iqpffci^io «RB^ miniKum cost of sducation is 

ItSOb* Thia ocoura because we provide an automatic al lowance 

of C^-canvps living expenses of $1100 and an allowance of 
$40ti fo3t.iiacelianeou» expenses in determiiVjlng costs^ ^ 
(tnitiott and fees are added to that and, if a student live*— 
*on^caii|nis# we use aotnaiVoom and board charges rather, than 
Uif $1100 allowance t^) 

X Therefore, in ajp^JsV all cases, the half-cost limitation 
"^wily applies wh^w^^awards-'exceed '$7.50. ,* 
We aXso will Bj^tain the reduction language included 
in the existing lav which cones into play when the program 
is not fully funded, \yhis re^tuction formula reduces the 
awards of the most nec^y*^itude»ts the least. We firmly^ ^ 
Jwlieve that this is the only e^fUitable approach and viil' 
nainta^ that poli^ in this new proposal and will ^pply the 
redudtlbn to^ali students — ii^ciu.ding the new $250 award - . 
xecipients* In diis way we can ensure . that, low income . 
atodenta will be hurt less than others if appropriations, fall 
short of full fimding reijuireraents. ^ (. . , - * 

While *fe are disctyjeing the hew $250 grant, we should 
s»ra clearly define the group of sj|udeVts who will be eligibl 
for these specific. grants. . , ' 

^ First, no student who receivejia Basic drant under 
crurrent provisions will also receive an additional $250 
award under the niw,jprovialons. ^«>wever, the program's new 



i 



r ifininta award wily'^^JMsO, 
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Sttcondf we are not proposing to have single independent 
sti»dettts eligible fo| the $250 payments. We have two basic « 
reasons for ihis t^sition: 

Students are the primary;, beneficiaries of their ^ 
own postsecbhdary eduqationv. Single independent 
* . students should be exacted to devote a much 

grisater portion of thieir resources to their education' 
than parents of dependent children ^Oi^independent 
students with other family obligations . ■ Wit A the 
change we are proposing/ single independent Students 
* '(lould have incomes of up^ to about $6000 per, year 
' and still Be eligible for a' Basic Grant. Students 

\ wil^higher incomes wdlxld not be restricted from 
applying"* ^pr other types of aid , especially loans^ 
k and work«'Study# if they, needed iidditipnal help. 

He believe that by- offering single independents a 
"guaranteed" grant of $2&0f we would be adding an ^ 
incentive tf>x families to declare their children , 
independent thereby shiftincj the\inaA^al burden 
of postsecondary education to the government. 
Thirdf the $250 "guar<anteed" awards 'would be paid only 
to students enrolled on a^ull-time basis. 



■/■. 
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Oom tiiml point cn thm BA«ic Granti program. If« are pro- . 
.po«iii9 to iamaM inooM offaata for alhgia iiidapandanta : 

thia Qhaiiga will permit ua to treat theae aeudenta in the ! . 
•M rnaimar aa aXl other reoipiehta. Curentl]^« aingi^e indepen- 
"/ dent stude&ta are the- only group tlyt receivea a reduction in • 
' %heir eligibility levela becauae only the "out of achool" or aunmer > 
ilving expenaee are iikcluded in the detenpination of their family con-^ 
^ tribution*. for all other atudenta/ their living costa for the 
; foil y4x are oonaidered.- • 

At the aame time* the Baaic Grant ia reatricted to one-rhalf 
Stt.thm comp ot educat^; Thia meana that we provide aingle inde^ 
pendmt mtvAmnf with an "offaef io cover aumnor-coata, then, ; 
» reatrict' their Baaic Grant to one-half of the coat of education, * 
.• ^ravidiag I|6 allowance for living experidea during the regular • ' 
' achooX year. Since the maximum amount of Batfi^c^pMht any atudent . 
can get in 1979-BO will be. $1800, current procedure placed the. 
aingle independenta at a aevere diaadvantage in financing theirs 
educations Our propoaed change will iB«)royjB;^ji?9n8iderably thia ' . 

V •aituationv ■ .-^ ■■ i ' ' . 

•■■ ' * ♦•,■*.* \ ■ / . ■ 

1 would like to clarify one other Ipoint that, relatea to the 
. Guaranteed student loan>rogram. _^e p^^ 

adjuated famiiy* ihcorte ceiling for receiving a Federal intereat v 
aubaidy from $25»000 to .$40, 000 ^,000 gross for a family of 
four). We believe it is very reaaohable to expect a aignificant 
increaae in the ^guaranteed loan voliiroe from our prdpoaal. While - 



.. r'ivM 40 not praMotly availablt on th* ltat«^ of» th«- 19^76 . 

* ' V ■ MnidMits»'^v« fhi ■)aia» that th«M was an ovarall Ineraase in loans 
. tif itetit'f^XO Miilion froM 1976-77^ to 1977-78, tha first yaar ^ 
./ ■ . tbssa aaandMBtsTwara in affaet* 

■ liif^mMx^^ltlh^ possibility of loir-incosM ftndants finding 
^ ^m^g^ in th. «»p,tltion for G««:«.t.^ . 
Stndont Loan*, no Wya alraady basrwdiscussiohs with Sallia kaa 
and fltata G^ai^taa Agonoias 09 ways to naka suf ficiant additional 



capital availabla to allaviata this potantia:^ problem. Of courser 
c^tb tba obaagasjpro'poMd for .^sic Grants and Collage .Worit-Stndyr 
/ also f aal' that tba .dasumd for I'oan^ funds f rdm lower income \ 
' stndants wiU ba i^o^ad, \ * V' 

In any.oasa#, this is a siJbuatipn which wa will be watching . 

. • \> / ■ - T ' ■ 

^. olosaly as tha new program is inplamantad. ^ 

. • ' ' ■■■■^ ' ■ ; ■ -N- '\ ■ .-V ■ ■ 

" .--^ Finally, wa appreciate tl^ prompt ^nsidaratloh that has bean 
■ qjbiiti jbo our proposals by thi^ Conmittee and Would eBtphasisa that \ 
baliava that this is the mosil equitable approach , to the problem 
"^^of maating tha aduoational cod^ts of raid<U.a income students, li^ile 
. wa are not' discussing tuitioin^j^^x expedite ^^this mbming* we must 
' ■ rait#rata that 'wa do not conil^lfir such credits to be gooi^ edu- 
cational or ""fiscal, policy. Further, 1$e President has emphasized 
. that cannot support both the changes we have proposed and 
tuition tax credits* 

X hope thatf^X have helped to give you a clearer picture of - 
bow our proposed pr^rams will operate and I would ba plaaaS to 
answer any questions you mi^t have. 
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Commissioner BoY^ 1 am pleased to be^ here to continue the dis- 
cussion regarcting' the best ifray tp'^serve piddle-incpme studentsrAs - 
you know, it is a deep concern of the administration that we mleet the 
dressing higher educatipn costs for middle-income: families. It is bur 
ieep cpnyictidn that President Carter has submitted for yoiir consider- 
ation .the^combination of proposals which are clearly m response to' 
that peied, which strengthen exu^g' programs; ai\d which,^ in our 
judjgment, wbula b4 the most elusive way to* respond, to this urgent 
obligation* * ^ • " 

I. nave come specifi^l^y^his morning, Mt. Chairman^ to respond t^ 
'^seyenil questions TJlttt have come to us formally and uiformally re- 
^rding the pftrticular adihinistration ot our proposal. I would liKe.to 
' '^-speak hrst arout several aspgcts of the basic grants 4)rog^ 

One question has been raised re^rding the so-.called half -cost limi- 
^^^ticm in the basic grant. This provision will Be maintained under the 
"lJh)posal of the administi*ation. I think it is important to notejUow- 
evef, that for all practical purposes this will ^ot affect the $250 mini- 
- — mum grant for families with -up to $25,000 incomes which we have 



proposed. 

^ As you know, the minimum cost of education in the BEOG program 
- is $1,600. That occurs because we provide an. automatic allowance 
for off-campus livjijg^ which totals $1,100, as welL as^ allowance 
qf $4,000 for miscellaneous expenses, in determining costs. There- 
fore, in almost all cases, the so-called half<cost limitation woulA apply 
only when aiyaward exceeds $^50, So, the two principal proposals do 
not at all secjm to be on a collision course. 

A question has also been raised regat'ding how individuaL grants 
would/be reduced if" this program were not fully funded. I want t<^ 
make it clear that we intend to maintain the reduction lan^guage that is 
included in the existing law. This would come into ^lay if the^BEOG;,- 
— program :were not a' fully funded program, which we do not expect. 
. Tnis formulayas ybu know^ reduces the awards of the neediest stu-" 
dents the least, we firmly believe this is the most.equitable apprc^ch. 
We will certainly maintain this policy in the new proposal. ... 

Mr. QuiE. Are you going to change your bill, then? Your bill says 
there will not be any reduction from the $250, which is for the highest 
income individuals. This sounds like you ftre going to change theNbili/ 

Mr. Fopb. It is not only highest income individuals, it is ^1 individ- 
uals. I am sorry this really had not occurred to us before jusFyesterday, 
that people always look at the $250 as past $16,000, operating under, 
the assumption, J suppose, that everybody below $16,000 is now receiv- 
ing more than $250. That is just not \jnie, ' — 

As a matter of fact, the fall-off poift^ is below $15,000, and the award 
is $60 presently at that level. We are putting a $250 floor all the way 
agross, including the low-income students. v 
^ Commissioner BOYER.. That is correct, yes. 

Mr. Ford. No student will get less than $250 regardless of his eligi- 
bility, while students now In the $10,000 to $15,000 category are all re- 
IjBiymg less, than $250. . . ' . ; . 

Mt. Qtjie. Eight iiow in the reductioT|i-.|p|imula,^^ I recall correctly, 
if your grant- was $1,200' or more, yotit^-biily "have a reduction of 75 
X>^rcent. . * ^ , . _ \ • . • 
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^ Mr. IfcMU). $1,000. - * 

Mr. QinB» If your grant was $^1,000,* you geta 75-j>ercent reduction. 
' Ifyour granis^ras $^ or lesfiUBDU gst a 50-percent reduction. 
, Mr. F(»i>. $600 to $800 is eS^fOOO and less is 50 percent. 

Mr» QuiE. Yes; $600 and less^is 50 percent However , with the 
$260, there is no reduction whats^everr ' - 

> Mr. FoBD. Presumably, the way the bill is written now, if all you 
had left was enough to fond the $250 minimum across the board,, 
that is what you would do. . , . ' , ' 

Mr* QuiB. 1 oir get a hundred percent on that That does not seem 
to niake sense to me.* ^ ' 
» Mr. Ford.' Wellf I tend to agree with you.' 

J think this Congress ou^ht to be very- careful to see that 
moBtoy is not taken put pf . fibe ',Wred mjddle class;^' It app^r6 to 
me that, is the mdst difficult group of people for our cd|i»agues to , 
vote against So, I .think w& ougU; to make sure that thlSnrstibuck 
that gete^ednced in^ this program comes, abov|B $15,000.* 

•Mr. That is pretty generally fioor' people*! - * 

Mr. Ford, Pardon !, . 

Mr. QuiE. Oh^^ymi are talking about above $15,000! Yes; the first 
buQk ought to cOme out of that^Now, the Way this is,'there will npl 
be any bacl^ coming out^i^of that. * * . * 

Mr. FoBD. Yes;. that is something that I really do not thinkjwe 
gave any thought to. I think we ought jto restructure' the legislaClbn 
to make sure that any reduction firstdmpacts on the new people that 
i^r& being covered.- * * 

Commissioner BoTpt. I am going to ask Margaret Dunkle to com- 
mcbt on the legislation, and then Iwill respond. 

M^ DuNKXE. Our reading of the reduction section of the basic 
grants legislation indicates that the ^ants to the neediest students 
are reduced the least. We support this approach. 

Mr. QuiE. YoUr bill 3ays there shall be no reduction of the $^0. ' 

Mr. Ford. Of the existing law that she is referring to, in the, case 
of any entitlement which does not exceed $600, '50 percent. So, the 
50-percent fi^re applies to a $600 grant Of anything smaller. So, it 
would automatically cut the $250 in h^lf. 

Gon^missioner EoTER. Yes; and ^is I understand it, Mr. Quie, it 
j^ould affect the $250 new award recipients. 

Mr.)OtnE. On . page 2 of the bill, lines 20 through 22 wOuld not 
apply, uien, to ther.para^pb thiit you are referring to: 

Cmmmssioner B6T£R.7r is correct If I understand the refer- 
ence youHEire making-'-— ^ \ 

Mr. QxjnL "Except that anv- rewductipn requirpdT)y this paragraph 
shall not deduce thu^. amount of fiijigr basic grant to less than $250." . 
' Commissioner BotER^' Is ^his the chairs 

Mr.Quip. Yes;;inH.R.10854i ' 

Mr. Fo]^. Well, this paragraph refers to this paraCTaph iii the bill, 
not to the section of the existing law. We caji make that very clear. 

Commissioner Boter. It was our intention that the $250 would be 
affected by any underfunding. I think Secretary Califano noted that 
in earlier testimony, and I am reinforcing that here. So, as I sav in 
my formal statement, we must assure that low^ncome student? will be 
hurt less dian others if the appropriations fall*short of requirements. 




I would th6n go on to notS^jg summarizing my statement, thtif there 
have been several questions raised about the eligibility/)! students,* It 
13 our assumption that no student who receives a basns grant under 
-th^ current provision would ajso be efigible to recei^ ah additional 
^50 award. • T.tv. ' , ^ 

Mr. QuTR, Do^ that mean that those who have a grant woul^ not 
get $259 on top of it ; or everybody who gpt iSss tha5j$250 woiUd bef^ 

• brought up to ^50: ' ■ . . .# ; ; 

Commissioner Boyer. Theniew program, as the chairman iust men- 
tioned, would raiqe .the jninimum a^yard to*$250. lliere an im-^ 
' portant point he made tliat is orten forgotten : the expansion of the 
miTiimiim grant to $250' is really acr^s^the entire basja of the basic 
grant, up to ^25,000. In etfeCt, we ai-e raising the minimum a\^ard. 
/Mr. QuiE. So, if, a'* person was entitled tq^Oj would get $256. 

Commigrfon^r I3<|>YER*lt is flle niinijnum gi^t. _ • 
' Mr? QuiE.fAnd it was not fully funded, it would b^Jpduced to - 
"^175. So, it would still be more than what l\e is entitled toninder the 
present" reduction formula. ' . ^ ' / 

Commissioner Boyer. He would still ^tecedve the mini^lum grant 
after the reduction formula was applied. \ 
V Also, single mdepend^iiE students will not be eHigible for the $250 
payment. We have'nad two reasons for tiiis position. We believe stu- 
dents are the primary beneficiaries of thwr own education, and single 
independent students should be expected to devote a greater portion of 
their resources to education than parents of dependent children, or 
independent, students with other family obligations. 

•As I note later, with the changes Ave are proposing, a single in- 
dependent student^ould have income of up'to<$6,000 a year and still 
be eligible £pr a tasic grant. Wib are, I tiiink, making the major break- 
through here in recognizing the status of independent students. Stu-V 
dents with higher incomes-would not be restricted from applying for 
other types of aid, especially loans and work study, if they need addi- 
tional help. , J ^ ' 

We* also believe that, by offering single independent students a 
guaranteed grant of $250, we may in fact be adding an incei^ive for 
families to declare children mdependentj thereby shifting the i^nancial 

* burdon of post secondary education to the Government*. 

The third point to make is that the $250 guarantee would be paid only 
to students enTOlled on a full-time basis. 

. One other point on the basic grant program„Mr. Chairmanj We.are^ 
proposing to deal with the independent student issue and increase the 
income offsets for the smgle independent.student from $1,100 to$3,400. 
This change would permit us to treat these students in a manncfnquite 
similar to all other recipients. As you know, there are currently s^eral 
restrictions on the independent student. I will i^t^eview these restric- 
tions here, except if you wisli. In all, we think w^ are considerably im- 
proving the situation of the independent student Vvho is now severely 
disadvantaged un^ler the constraints of the basic grant regulations. 

Finally, in my summary I simply touch on the guaranteed loan 
program. As you know, wo are proposing to increase the adjusted 
family income ceiling for those to receive a Federal interest subsidy 
from '$25,000 to $40,000. This equals over about $47,000 gross for a 



fiibUyjM four. We bSlieve^ there will bfe d sigiuficantinbrease in the- 
guaranteed ^dent loan volume. * v^' C^ ' ' ' 

^^ei^ the eligibility level for the intetat subsidy was increased 
fron| $15j000 to $25,000 in the 1976:amendiiawlt&, we*did have an over- 
all Increase^n loans of about.$110;million. We.do not know precise^y^ 
how much of that was generated by thi firherous inclusion^^ but cer-"^ 
. tainly, the inference is there. I think pamcipation would certainly in- 
crease if ,we fur^r raised this inco^tie c^umg^ . , - ^ 

Also the question has been ^ised 6f nfheiher low-incolne students 
would find tneinselves at a disadvantage|because pf .the/6ompeCi 
that would occur if youl)ring in ijipre of tht-highery income students. 
We have already i[iaadis(\us6ion8 with Sallie Mae and the State guaran- 
tee already on wa^s to make sufficient^ additional capital av^ble 'to 
alleviate' ^his potential problem. It fsHlso importuit to note tRat the 
changes prop6s)3d. in basic grant and college work/study prograidB aV^ 
likely to'redtice tlie demand '^rom the- lb wer'incom^ students £Dnloan 

^fuiid£: , ^ . • r . .^v-^- ■ :■ ' ^ 

In aiiy "bas^ l simply note this as a matter that we will watch kd^* 
'ministratively ^d prqgramttiatically. Wfi do notl howeyet, thinV that 
is,f^ 8ufficient\deter5^nt that would^ arj^te ag^^insl not extending^ lean < 
^ jpkJMibiUties., [<: V', V' . ' ^ 

iFmillTy I cjiranot express 
tude w6 i^l fpr the intelligent and tai^ful way in^w the proposals 
we think important *have been airied; all sides have been presented. 
We happ!eri to feel very deeplv tWt; there is nbt just a technique or 
tinkering at stake here, but a fimdamental policy as to how this Gov- 
, eminent inakes available aid to needy students. That need is extending 
upward.' Wg liappen to believfi firmly that using the, mechanisms of a 
balanced program that includes} grants, loans, aiid work stud^/has 
piroyed extremely effective. To now change what we think is the basic 
philosophy of assi^ance at the Federal level and have an across-the- 
board tuition tax ctedit, undifferentiated on theb.§Lsi^ of need; changes 
both the administtation and the concept of how. limited Federal doinap^ 
are made available to the citizens who need assistance to obtain a higMp 
education. - . 

Tlie a^jirriliistration's proposal should not be characterized as a; la$t 
minute effort to head off another alternative. We are. trying to extend 
programs already in operation, and also to make a policy point that is 
fundamental and shouidnotb^ ignored. ' / 

. We are grateful to you for allowing us to comment again on this^ im- 
portant matter. I will certainly respond to any further questions you 
may have; . • • 

Mr. Fow). Thank you very much, Mr. Commissioner. Mr. Quie ? 

Mr. QuiB. Commissioner^ as we noticed by the dctfon of the subcom- 
mittee olthe other bodyvthero \«fere somQ changes made in the legisla- 
tion. I would, like to get some cost, fi^Jrures on some of these programs. 
One is, on the GSL, as I recall, theydid not put a limit of $40,000 on it, 
they just took the limit off entirely. The limit of $40,000, as you indi- 
cated, is ]ust about $48,000 gross income. ^ 

Can you give us the cost, of removing the* limit entirely, and the 
number of students that will^brihg into the program ? 

■ • • ■ , - 
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Oi prw^^yiin fiftr UnTML My memory ifl'that there are about SO^OOO 
jbuoUiee above the $404000 Inoome ceiling irhd may well apply. The 
niunljierc^ famiUea eU^ I believe, is about 860,000. But the eitunate 
of hoir dmny of Uiat pool w'QiUdltotually seek a loan is 60,000. Using 
thigeatimate, entirely t^ovi]%Mbcome c^ for the interest sub* 
di4jb would add anoUi^^ iniIlioH> a total of $64 million above cut- 

jMh Foro. Mr. Oir^Tniftainnftr, rttift of thft outeUltding achievementa of 

tenure has been the elimination of forms and reports, and othejr 
tiungs. Tq^ ^laveprobably wiped out more red tape in your snort career 
' akeady thim uyone has attempted in the pasti and no one prior to yo\i 

But diinng our first hearing! Senator Javits raised the (question of 
whether or not there would be an anticipated savings in admmistratire 
costs and effort if we jtook the liipi^ off on tiie student loans. 

Does tile qualifying aspect of the applications for student loans re* 
pnfeent subfltantial parts of the administrative effort involved in prQr 
eeising one of the loans f 

Commissioner Botxr. It is my best judgment that the administrative 
Ooet argument for keepingpthe mcome ceuin^ at $40,000, or opening it, 
•would not be sufficient in itself to justify eliminating the ceiling. I do 
hot anticipttte that die administrative costs of remgving the income cut- 
off will increase significantly. • ^ 

Mr. FoBD. You are saying the probably increased cost is not veiy high 
if we take the lid offi 

Commissioner BortaL That is right. It would simplify the procedure. 

Ifo. Quix. Would the gentleman yield ! 

Idr.Fom Ye8;Iyield. , 

Mr. QuiK. Do you think it would compound the problem that you 
ali^eiuiy referred to, of the difficulties of low-income families getting 
the loans? . 

^ Commismoner Boter. To me the argundent that caUaes caption here , 
is whether you in fact want the absolute open-endedness' when you are 
dealing witn those exceptions. Li percentages they are small; socially, 

{hilosophieally, politically they may.be very large. People find it hardi 
think, to understand how to justify a subsidy for excessively Tu|jli 
income ptople. There are only a few examples you need to raise a 
broader publiQ policy point. 

And the otbl^ir point you raise, whether loan monev may in fact tend, 
to, be the most attractive from the stanSpoint of the lender. A bank 
can loan to a family making $250,000— that is more attractive to a bank 
than dealing with tnose at a marginallv lower level. ' 
. ' Mr. QniE. But in numbers, you saia, it liquid be relatively si^all. 
Commissioi\er Boywl Yes; that is true.^n the total pool you are 
talking aA)out*a ver\ small increment on toppf th^bas^ we mentioned 

earlier. , • \ ^ J * 

Mr. Ford; Yesterday^iffeheard from Ma^^ret Gordon of the (Jar- 
negie Council on Policy StTftK«<Shereco^ that we consider in 

the reenactmeM ofothie higher eHacSTtqn •programs an alternative to 
our loan program a National Ijoan Bank'that would be wldfe^Bp^^ 
no income or family-size limitationconsiderations at all. ^Z"" 
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Htr (iiUnHmy indkatod that tlmy have studied Uiii, aiid they do not 
really believe that it placet a very high burden on a loan program to go 
baypad the tS5|000 wnily income. 

Ooomiiiaioner BoVhl Welli I have to say that we were trying, in 
ro^Kmse to the middle income question to extend it quite generously. 
The iMme of whether it should be fully open-ended was not considered 
as an option in our discussions. We thought we would extend it beyond 
the current $252000, so that almost anyone who by definition would 
have.a need would be eligible. 

I qpeak only individually to say tliat we did see what We thought 
were some anticipations of problems of drawing awa^^ funds, in a way 
generating some criticism that our progi1|b was helping those who by 
no stretch of the imagination were needy. Now, if thet^megie Coun- 
cil has other altamativea, they will be fully discussed next year during 
our rsauthorisation prooesa, when we address student assistance. We 
will look at their refinements to make thoae programs work better. Our 
proposal was an attempt to have a conunonfiense point as a cutoff, based 
on ui/b social needs we saw. 

Mr. FoKD. I think it is important that we do address the whole stu- 
dent loan program. We have, at least from my perspective, a great op- 
portunity, thanks to the proponents of tax credits, to educate the 
American public about the existence of and the nature of Federal as- 
sistance for higher education. It is really remarkable when you see* the 
reaction from across the countr]^ about our legislation which, I am 
happy to say, has been vtry positive and very supportive, from people 
you presume, to be ratlier sophisticated who really d6 not understand 
now you arrive at thospe^^ific amount of money^iat a student receives,* 
and how complex it becomes at the campus level. 

But, it is apparent that we have people thinking very intiensely about 
the specific fine tuning of our loan programs in a positive way, as dis- 
tingul^hed from a few months ago when everyone was concerned with 
how do we make people pay the money back., We get back to the ques- 
tion of how do we get the money in the right hands to provide educa- 
tion, inateiid of the preoccupation we had. 

Commissioner Uoru. May I just resp<)nd to that to say, I am de- 
lighted with that as well. It not only leads to ^phistication, but also 
educates people that these Government loans and grants are available. 
I think the entire discussion has been a marvelous contribution to the 
notion of adding student assistance where needed. 

Mr. Qua. Getting back to my time again. The person who has an in- 
Come above $25,000,is much more sophist icatekl in handling his money. 
If we do take the limit off it would be the case for everyone up to 
$48,000, if we do not take the limit off that the Senate bill provides. 

Is it not really w*ise use of money for anyone to then get a guaranteed 
student loan program and get that subsidy for the interest, and then 
pay it back after college i He can then take that same amount of mone^ 
and invest it and draw the interest. That works similar to the tax cr^it 
idea, if everybody is going to get a grant of money. They are using 
a little more. circuitous route to accomplish it. 



: T**^ |^*gjM|i'^ in>vld to the oott of prooMing that! 

mogtm ioft tfiote ibovt $85,000 Uotuae I wodd than like to work 
vm Mune tiking of the oott of prooeisiiig the tax credit Peopte fill 
mit tMir oiwn liioome tu. ^ 
« ^ Oommiwkmer Bons. The cost of prooeeeiiigt 
^-^ Mr. FoiAk Thej do not p4y the^ditort of Internal Revenue to 
Mpa aMWBd and haran them about whether or not their student is 
j^Biir to an arohltect tphool. 
El lur. No; they do not pay auditore to oome baok and look at it 
^ ^ OoioiB^^ I do not know at the 'moment how to calculate 

ihl tk» adminiitritioii of Guaranteed IStadent Loans with 

the ealettpioii th*t you hare asked. We anticipated that raisins the 
aooae oaLUog wttl not inorMse, and may in fact decrease, lulminia- 

Mr. Foaa Could I Just make we oommentH hope it is taken in 
the rij^ TBin. During the dicsussions of putting a limit on the loans, 
I hata iMetioadxfuggested to the adnmustrauoii that if they take 
the limit off altMttier, it would take tl# Republicans practically no 
tim^ at all to d^Ber that there was a way to get scmie cheap money 
in the marketplH and it would have a tromendoos appeal >wi your 
sUii^iif the aislelnm that standpobt once they disoovmd it I am 
aqny you revealed it up front [Laughter.] 

lit. Qun. You see, I have known that for a long time. rLao^ter.l 
Because there are some individuals in my district called ^farmers'' 
' who do net show a great income at all. So, they qualified for loans for 
sopie time. It wss revealed to me that the best way of using their 
money was to draw intereet on it So^ I know how that operatee. See, 
I am a farmer, and I did not make this amount of money, either. 

I have anotner question. 1 have introduced a bill for a 14-percent 
tax rate instead of your 20 and 30; and the Senate has a 10.6-percent 
tax rate, which brings it up further. So,* I would like to get some cost 
estimates because I do not like the $2S0 flat amount from $16,000 on 
up,jit all. I would just ffuess that individually you do not, either, 
but I will not ask you that [Laughter.] 

[Tax rate Ublee follow :] 

UTMI: ACAOOMC TCM SAMC SSANT PMSIAM CSTIMATCD tCCIPICirrS AND nOQMAU CCSHt 

ixjm CHUM: V pciccnt numctfATiDN, ii,aoo maximum awaid 

U fOCW UNirOSM INCOME ASSCS^CNT lATC. FAMILY mi AUOWANCC P^IS 1790 
TOTAL PSOOAM COm:'U071 SILUON* 











AVMOt 


m 

741 
•U 
St7 
SM 


^ ^) 

27.1 
17.1 
17.2 


m 
v% 
m 

424 
2t7 


US 

a.1 
ai 

14 


m 

722 
101 


s.ni 


lOQlO 


I.6SI 


Mao 





• aliM. 



TM. 



216 



IPCCIAUNDlfCNOlNT TKCATMCNT 
TOTAL ftOMAM CWt: tXW IILUONt 




472 


14.3 
211 
214 
U.I 
111 


$H1 
901 
V 111 
421 
217 


§1 

't! 


164' 

l» 


S,381 


101 0 


3,114 


'io(io 


121 



* I4mimi pfi|flii Miv lintlMiMHl idnili 



modil ttpd«m iMludlni nvittd liiflatort ind rtprogramini Id iMorporilt 
I pnpMi MM invnMW ■onHwiuwvt wowiMti. 
OMn 1^ f^Ml^ 

* . ■' r ' ' ■ ' . . ' 

Ifir. Qtns. In the chart from the administration, there is on assump*' 
tion that the $1^ payment would bo going all the way up to $8,650. 
I have hot found any basis for that assumption. I was just wondering 
hpw that was made. 

Mr. FoKD. CWmissioner, I should interrupt to say that Mr. Quie, 
better than anyone on this committee, km>ws exactly what kinds of 
' reetmnta you are under with respect to <i&ling unth this money. For 
8 years he was our only wedge to ^t at the Ofltce of Management and 
Budget undtf the previous administration and consistent^, over the 
year^ was Wponsiole for lighting his way through the maze that you 
now have to aeal with, with a different administration, (m behalf of 
education. But for htm and Senator Javits, we would still be sitting 
where we were 10 years ago. 

Mr. Quis. There are aifferences between Commissioners who are 
Republicans or who are Democrats, but there is no difference between 
0MB people. [Laughten] 

^Commissioner Boyer. Well, I should say that is almost always un- 
comfortable. I am sorry, your question had t<x do with the estimate at 
the point at which the maximum grant began to taper off ? * 

Mr. QuiE. From $8,650. <^ 

Commissioner Boyer. That oncstion was raised by staff just before 
the meeting. I would like for Tom Butts to doublocheck with Chris 
Cross, if he could. There may have been some difference here in the 
amount of the discretionary income that is excluded for taxation, but 
I think that might be a minor matter. But I would like to make sure 
that that chart is absolutely correct. We will converse wi that 
immediately^ 

Mr. QuiE. ThcreAre two parts of it I am still bothered! about In our 
conversation a little bit earlier on the ml action if" ^t is not fully funded, 
the $260 grant is not reduped because this paragraph, it seems to me, 
superseded anything that was in the law. I wish you would take another 
look so at least the language will actually say what yoii said it 
intended to. ^ ^ 

Second, it seems to me the $^bO would bo prorated down for those 
who are less than full time. I do n<>t see anytliing in the language 
saying it would be only for Jull-time students, you iiuucate. I would 
appreciate harVing both of those clan 

Commissioner Ik) YER. Yes, sir. We will do that. 

Mr. Ford. Commissioner, Mr. Quic has drawn our attention to the 
fact that his reading of the bill — and I agree with him — indicates that 
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^)|^i|fi6Q ]iui4miim^ivoul4 be in place even it tuition coBt did notrreedi 
tbM^^^^ ]^ have Aotl haA a dumce to talk to you about it, but I am 
^ iiiitt^^ juoM with Mr. Quie that it ought to \A spelled out in the 
P fact, you are taking about $100 or $60 tuition, 

oojilegOy'you should not be given the $250 grant 

1*!^^ BontB. We would hope to work with' you t6 clarify 

We will ocmmilt with the chairmani whose bill has been 

r ^,ill(t^r Q|l^ Itt^pMt on the $260 that bothers me is it seems to me 
i^ilm family, contribution was $ly600| and then 

f You have the reduction because 

I ^1w^ jtyOBS^6t education bemg the half cost Bui if the co8b is, let us say,^ 
^ ^^.^r$l^^ at the institutioui thieu a $1)500 family contribution 
idiii the|E»^ brmgs lum up above the cost of going; to the in9titi||iibiu 
It is one thin^ to give $260 to ev^ybody from $16,Q(|0 to $25|000 
wwn they actimly get it above the cost of ^ing to the utstituticxx— 
ooiild not ever stand Up on the floor and justify that at alL 
Ifir. Btms. The $260 girant is not tied to the family oontributiott 
schedule as it stands. The possibility of a student haying costs of less 
' than $1|600 is e3ctremely remote because of t^e minimum allowance 
for off-campus living of $lyl00| and $100 miscellaneous expenses. JX 
. would <mly be for a studentiiving on campus with room and board fe«6 
of ocmsideiahly less than $1|100 where this would be operative, 

Mr. QuiB. You have ignored the effective family contributicm. The 
case I have suggested here does not ^ve your answer much meaning. 
You start out with the $1^00 effective family' contribUtioni and I do 
not care what figure you use then, of less than the $1|&00 cost of the 
institutions-there are an awful lot aroimd at $1,40Q. You then actually 
are malong a parent that is greater when you add the $260 to 
the effective family contribution^ than is the cost of attending the 
institution. < 

T. ^(»u>. Aly at the top of page 2 of the Conimissioner's testimony 
you see where, he points out that the present system assumes the $1|600 
cost of education with the $1,100 for allowance for living expenses, and 
the $400 f or miscelleneous expenses, under the present system. The 
community college, in other words, living at homci is not going to be , 
toud^ed with thisw * . ^ 

What do we know, /Tom, about the cost of living on campus; & we 
have a substantial number of students who live on campus who' fall 
below that $1,100 level ? 

Mr. Bxrrrs. Very few. Room and board rates are going up much 
above $1,000, they are pushing moi*o fr^quentiy now in tiie area of 
$1,400 to $1)600; $1,800 and $1,Q00 in public mstitutions is hot 
uncommon. ' . • 

Mr. Qmiu But you used the example in your testimony of $1,100 
oampus-coet living, and the $400 miscellaneous expenses. In some in- 
stances tiie^ are less than that. There are some very low-cost public 
2-3fear institutions. So there is going to be a number of them where 
the actual cost is going to be., less than, using the effective family 
contribution of $1,500, you adcl $25(lK to that, and you have $1,760. 
There are a htmiber of them that are less. 




Mr. Ford. But Al,^I aih^6t aware of any public 2-year [institu- 
tion that lias on-campus living facilities. They would all be off^campus. 

Mr. QuiB. Yes. As I say, off-campus Uyiiig facilities and very low 
tuition. So^ thei'e is a number of them wher^ the estimate of off- 
campus livmg expehsep laid the tuition fee would-be less than $1,750.. 

Mr. Butts. But in any*f ituation the family contribution conceivably 
coul4 be much larger than, sa^ $1,«00. The pplnt of the $260 grant 
is that in all of those pituatjojis, wiien you consider the family contri- 
bution in that discu^ion, yw will in ett'ect say tlkat student has avail- 
able mote money tha\i is^efeded to go to scliooF. The point is that.this 
$26Q ia intended in« 6ffect to presume that, with a family income of 
less thMi'$25,000, there is at least a basic f oundaX ioii-type grant there 
of $260. ^ 

Mr, QuiE. When you look at the needs of students, all the ones with 
zero family cont^ibutioif on up to half cost, it jus: seems to mo it is so 
totally unfair, the way this program is devised. In an attempt to Teach 
fairness the Senate couiltnittee took their action.! I tlxink that is the 
only fair way we can gb;lWe figure how far up the income ladder we 
are going to reach, whether it is ni the proposal i have, which tunis out 
to be $2a,470, using thatl 12-perceut tax rate; oiy$26,117, using the 
10.6-percent tax rate and get up to $25,00p. It seerns to me^that is..the 
only ^ir way of doing it, rather than giving people flat grants of 
monejT^ith a wide span of income. . \ . ; ^ 

Mr. Ford. Did the tienatip start off with $1,600 ? M ' 

Mr. QuiE, $1,80^. - \ 

Mr. Ford. They have close to a $2 billion bill. Thejr are getting close 
. to thor original pi-ojv^l* i ^ ' \ 

Mr. QuiE. If tills program is going to Be accepted\and not bkisted 
out of the water, it ims^ta have the impression in people's minds of 
fairtoess. ■ ^ • , 

Commissioner Boyeh. Well, wo sought that very much, Mr. Qui,e. I 
was trying to interpret the illustration you gave. I thought I heard it 
pivoting on the issue of calculated need versus cost, and I also thought 
you may have suggested adaing $25(ix)n top of the calculated basic 
grant. \ * 

Mr. QuiE. No ; effective f aniily contribution. • 

Commissioner BoYER. The\ issue of what is the limit of finances 
within which we are working was a pltlrt of our attempt to put together 
a combination of programs thai would extend the basic grant program 
and still allow us some funding to extend the w5rk-study program, 
which we think is a very effective component of the total set of stu- 
^ dent aid programs. And, as.we have already dispussed, malfe loans 
available up to a fairly generous family income level. That has always, 
been the guiding formula.^ 1^ 

^ . But obvidtisly*. equity, as well^s a sensible combination of pro- 
grams, was the goal within a fiscal ceiling. Now, you could of course 
adjust the formulas^mdlessly within that; or you could take the basic 

. grant and deal with much more generously. I think there are 
tradeoffs in terihs of ^tmt you lose if you try to hold to a fiscal ceiling. 
So,'it is hai'd for me to say in principle that alternatives do not have 
merit. Within these possibilities, we chose a combination of aid pro- 
grams, which we think is impoilant, rather than dealing only with 
one, Such as the basic grant. .. 
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V;Mr^ QmB* I.tU|^ there is one problem with the tax credit, that it 
i»;^Sy*ryone eohceivably about, the same credit, using the Roth bill. 
EfdnuotussionerBb - ^ , 

W may^be a bad principle. The administration bill. 

While on more limited basis, gives us the same bad principle. I think 
It la mpject to criticism. You ou^t to go back to the waV the bill was 
, d^doped in the first place withTBEOG's and use what is a fair prin- 
cijple anajBxtend it out^ far as yoacan go. That is really what 1 am 

^^^riT form tills package had until it got to 0MB. 

!j^ti8Wj|firQ^t^^^^ < 

JfeQ?™- Thej^^ be secret admirers of tiie tax credit. 
.ip%btejv] 

« 'l^^^^ to find we had a "closet liberal^ in the 

Budget ^ 

^ qpmmissioner Boter, 1 would have to rec6gnize, at one point there 
IS a point of similarity, but I think it w<Juld be unfortunate for that 




^re nt&king andcancatures it, and I think establishes u fundamentally 
bad awumption re^rding how student aid should be provided. That 
v?^' where it becomes dramatically inappropriate. ' ^ 

Mr. QuiE. We will fight that one. Some of my colleairues have soinb 
questions. , ^ 

Mr. Ford. Mr. Erlenbom ? 

Mr. EittiENBORX. Thank you, Mr. Chairman. 

Talking about 0MB and the cost of this program, were any funds 
mcluded m' the President's 1979 budget for the proposal here before 

, Commissioner Boter. The coiitingency fund included $700'-million 
|or this pui^o^ mitially. But we are drawing from the contingency 
fund of the Federal budget to accommodate the proposal before vou, 
which m combmation, of course, extends to $1.2 billion. ■ \ 

Mr. Eblenborn. Do I understanjl that aU of the $1.2 billion then, 
could be accommodatjad within the President's 1979 budget, or will' 
therehavetobeaniMMlion? - 

Commissioner BoSr. The $1.2 billion will cpme from the contin- 
gency fund. 

Mr. Eri^nborn. Robbing Peter to pay Paul, is that the concept? 
- Commissioner Boter. It was , in the set-aside, in the contingencv 
fund to accommodate precisely this kind of development that couW not 
have been anticipated in full form. We knew we were making commit- 
ments to this when the budget was put together. We were still negotiat- 
ing as to the shape arid scope. The details, and therefbre the final fi/aue, 
had not been settled. But the budget clearly identifies this as an oSRc- 
ipated program, and there is a plug figure of $700 million noted. But 
that was not expected to be necessarily the absolute figure. The con- 
tingency fund contains adequate funds and does not represent a pro- 
grammatic tradeoff. *^ 

i^^'rS^^°''^:^'T^^^ 2'°"'^ attention to the guaranteed student 
proposals, first of all, Tet me say that I have been a staunch sup- 
porter of that program, pertjeiving it to be the one that was probably 
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m,6e/t used ior the type <>f constituent that I have in my district. Yet, I 
haye had some mixed emotions about the program and its off-budget 

natvire. t . j o 

. We have in effect the extension of the (Credit of the United States, 
every bit as mudx an obligation of the U.S. Government than the is- 
suance of a note of debenture or whatever. Yet, it appears nowhere 
inthebudget;dbesitf ^ i-n- 

In other words, if the Government has guaranteed several, billion 
dollars worth of loans, that figure doesnot a{>pear anywhere in the 
budget as an obligation of the ijiitctfbtaffes, or expenditure. 

CommiMjoner BoYER, Wellj I would expect that it would have to 
appear as an obligation in Uie tot^l budget. 

Mr.ERLENBORK.Idonotbelieveitdoes. ; 

Commissioner Boyer. Well, I do not know whether it appears in 
that form, certainly not under the appropriations process, to l>e sure. 
But I gu^ you mean by the budget the request for appropriations 
that are submitted* The answer to that would be "no." I was using the 
I'budget" in the total fiscal sense. It would have to appear as a debit 
obligatipn of the Federal Government, but it would not appear as a 
part of tiie Presidential request to you, if that is the nature of your 
question. 

Mr. Eklenborn. If we were to make these loans, we would havd to 
show an appropriation and then, if the loan was repaid, it would be 
shown in the receipts. It would be totally 6n budget. 

Commissioitor BoYER. Yes. 
' Mr. Erlen^rk. These obligations ape off-budget in that sense. 

Commissi6ner Boyer. In'that sense,?yes, 

Mr. Erlenborn. There is no receipt, no • appropriation, no 
disbursement. ' n 

Commissioner BoTER. To that extent it does not show in the annual 
'appropriations budget ill the way it is calculated. I do believe that 
would be a correct response to your question. 

Mr. ErleKborn. Before making the recommendation for extending 
the guaranteed student loan program^ did you make any incjuiries to 
the financial, community as to the availability or the potential avail- 
ability of funds to meet the potential loans ? 

Commissioner Boter. Not in relation to this program extension 
directly. But we are in constant communication with the financial 
community on the management of this. Our current evidence is really 
optimistic on this.o^e are stabilizing and indeed extending, because 
. tney are aware of every management step^we are taking to assure the 
collections, and to see that they are not stuck with defaults, that we 
are under the law obliged to pay, 

I must say when I first arrived, the first half dozen meetings I had 
with banks had to do with examples wher6 under the law their de- 
fault had been passed on to us,>and th^re had been, really, endless 
hassle over the question of due diligence, which they were to have per- 
formed. So, fnere \^as a crisis in (Confidence. We had delegations from 
banks from /various parts of th^/^ountry and .1 had meetings with 
. them. • 1- 

I think this combination of moves has expedited the resolution of 
those confusions that had been unsettled for many months. Also, the 



i^r^i m taking on the oaUeotions ree^^ 

. ^J^D^^ assaraaoe^ especially .whm 

jf^S^JJw ••^^ that waa; not at all low risk, 

y aISu^ i^uoe^ is M twdt sup- 

ipbierye that tto An^rican Bankers Associaticm 

^. ij^is } I noticed that. I haye not had a chance to 
............ dnt ' ■ ■ • • 

^I^iejm^^pp^ mentioned income level, 

4>f thei^^x^^ thfiTO is in makii^ loans to the higher income 

i > level Qiven^l^ assm tbat there is not iui inexhaustible supply 
^ oof fimds for uud^ loans, andr haying now, if this legislatiim is passed, 
^ eligibla for the subsidised loaiu^ 

wiuch^ are uie only ones that^are attractive, is tiiere a risk, in 
j^Eltir opinio to bie iJ^rhere the loans will go, rather 

; that as a concern, and we have already 

: '^''staxted coheulta with the financing agencies on thai^ matter. One 
«npjf>rt«5^^ is that we are detuing witii a very mudh di- 

ffliniahed popularaoo, as you move toward incomes of $40,000 net, and 
$17,000 to $48,000 grofis. So, it would borimportaat to imdesstand, we 
are not talking^ about tradeoff numbers at all. In fact, as you move 
higher up the mcome scale, you have a lower percentage of -partici- 
panto because these people mav not turn to Fedeiil aid in quite the 
same way as lower income peddle. 

Yes, I aSgree entirely with the possibility you cited theoretically, and 
to some eartent it. could be a problem operationally. It would subvert 
the pit)«am if we saw the lending' pattern drift upward. I, do nol 
believe thai potential pn^lem is sufficient to argue against no dxange 
in the program. I would only say that, by consiutatiopi with the baj£r^ 
ing community, aiid by carefully monitoring the actual program for a 
year or twoj we can make sure tbat trend does not occur ; and, if it 
• does, try to con^ for it. ^ ■ , 

But I agreed it is a wise point to mate. I think it not sufficient 
to ar^gue, only about extending the opportimity f or a loan subsidy ; it 
argues for careful monitoring and reporting, and further adjustment 
if necessary. 

-.-'■J Mr. Eblenborn. I think we know from eisperience there is nbt iEUl 
inexhaustible amount of money of this type of loan. It 
a commercial loan; the repayment does not begin in many cases for 
several years. ^ a matter of fact, that is what led to my reconunenda- 
, tion, or the introduction of legislation to create Sallie Mae, to provide 
a secondary market — . 
Have you consulted with SallieMae? V 
Con]i;mis8ioner Boyer. I sihould have mentioned Sallie Mae earlien' 
Of course, that has been the important buttr^ier© ; it has he&a Abso- 
lutely crucial. Our proposal includes in it some special allowance 
attractions for the lenders, as i)art of our proposal m extending the 
guaranteed student loan program. That, too, I think gets back to the 
' poidt of whether or not the market is ready for this. I think the added 
. enticements, we have bdilt in tend to strengthen the affinnative answer 
vto-that. 
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aretfof imiui]7T-^ think you will admit 

Oner^Whidi jniff^^ conadered by soine fairly 
:ii^iiiUi)(Nr po^^ iEtiidHEw 
'■■^^^ tte attijttdanbe at » eoibool |Qr a^tudoat Who gets either; a gn^'s^ 
^^^^Pf^^ ^^ thcia sabjiSts the school to the appUoaition of 



ij.., You are asking what I think wptfld W^^^a 

M Bights. It is in^ t^^ 

tloij^^^^^ i^n sdvrr havencrt^ diacussed tlSt issue immediately--4)ut ^ 
I; >]£ ig jpay^ttiidjfa^ the answer to your a uestioh is, yea 

^ Air. £BLB)dkttN.^I unders^ are sonie sdiools tha£ have tried 
over tHk^iyefitB to iavbid any involvement With the Federal Qovernment 

that goes along with that, such as, I guess, 
Hillsdale OoUefie, ^figham Young Univepity , and others. V. 

Mr.:F(mD^ l ^ould tell you tha^ when HEW asked that coU^ in^"^ 
Miohi^ian tb comply with the sex disciiminatioiL provisions of the law, 
^thi^ prelsideat of the college promptly announced nis candidacy for th6 
, U«S» Senate, predicated on the assumption^ that he was needed very . 
badh^own here to save'lus schcl^ and others from this outrag)soUS 
intnSion to their pldvacy. He was quick to t>oint out that there^was no 
sex discrimiimtion on his campus, because they gave college degrees to 
females as w(^ as males. 

He has since withdrawn ^ the past week. A considerable campaign 
fund was ^thered for him rather cmicklv after that announcement 
after HEw. We in Michigan credit HE W^with raisins more money 
for. a Senate campaign thai^ anybody else so far [laughter] in their 
. attempts to enforce the title provisions. 

Mr. ERLENBpRir. Is h<QL turning those funds over t0[ you, so jroii can 
run for the Senate i [Laughter.] Let me jfist ask in occlusion, iii your 
opinion-^4f you have ciie — would the extension of the tax credit to the 



family m a student attending a college or university have the same 
effec^ of the application of titler IX on a college or university? 
>; Commissioner Boteb. As a particjdaj: circumstance, I reially 
should defer to the Office for Civil Bi^ts on that question. HoweVe^ 
I do want to talk generally to the matter. I find it hard to understand < 
horw an institution would not be interested in seeing that |he legaUy 
vexpected-^-^nfltitution ally expected, in my view— mandates of jion- 
discriminatioix were removed. I would also say on the more^jtechnical ^ 
point that I think, if the school does benefit from the largesse of Fed- 
eral policy— whether directly or indirectlyr-through grants or 
through the subsidies that make it possible for students to attend, they 
are in facit being federally aided and financed. I have been in this busi- 
ness a long time and do not feel much sympathy for what I think is a ; 
]|iaiT0w teclmicaf definition of what represents Federal support or 
noMupportT * 

Now, if an institution feels that it wishes to be absolutely uxis^ 
ported and unsustained by Federal aid— whether directly N>r indi- 
rectly — one would be hard pi^essed to explain any kind of Federal 
mandate. But I do not see how you can have it both ways and attempt 
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to draw.a Une around studwl^' assistance and not argue that is an enor- 
mous benefit to institutionq|Many colleges could not survive without 
bAvmg that Federal subsidy. It is in fact, a lifeline. I think it is not a 
correct interpretation to say that it is an indirect benefit and there- 
f^ir© none at all. 

Mr. Ermsnborn. In your answftr 'l see that you have. assumed that 
an;yone who does not want to.have Federal civil rights programs ap- 
plied la necessarily one who intends to, and does discrimmate. 

Commissioner BpTER. No. 
. Mr. Eri^nborn. I would challenge that. I do not think that nec- 
essanly follows. I have a lot of folks back home who follow the law, 
they are very hiopy to follow the la^ relative to this and other things 
but they do not like all the forms they have to fill out, and all offiie 
. lookmg over ^he shoulder by Uncle Sam, so to speak 

bo, your answer in asstiming that they do intend to and do dis- 
criminate, I think, is Unfair. 

/ Commissioner Boxer. I will clarify my statement. I do riot make 
that assiimption. T was making two points. First, I was making the 
simple, statement that I think colleges, institutions have the obligation 
not to discriminate: that is No. 1; e 

tioh without the 'Miot breath" of Ui^le Sam overtheir shoulder?^ 
Commissioner Boi-ER.^Hot breath Or no-yes. The second point I 
was making was th&t I do ^ot miite feel you can draw a line listwerai 
f^ITl ^^\stance. My first point was, I guess, an unsolic- 

ited statement of conscience. My second^oin* was a more adhiinistra- 
tive statement. . » / '^J^^^g 

Mr. Erlenborn. You may be right ijAhat the Sup^ Court, I 
oi^i'"/"^"^*^.! ^'""l^^'^ that tax e^dits, that approach. by States 
to aid students attending chtirch-i-elated primary and secondary 
scliools was an^involvement; So, it may be that if we foUow that in- 
S?.^?^Tk'^ of liigher education and tax credits, then fevery 
nSl^. . ' ^"i'J^t^o.Vtl^ IX merely because they are here in the 
Umted States and U.S. citizens attend them. 

VT r{^!!f '/^"n'^p^Tf • A !f ^■'^ ^l^'O"^' of cPuwe, title 
Z ^'"S proVisioi^s of s(iction 504, ^r ex- 

ample, where Federal funding is contingent upon certain institutional 
perfprmance. To answer jour question, I certainly believe institutions, 
^n man.y instants in quite'goQ(l faith seek to meet the mandates with- 
out having the Federai ovy;rsigirt. That is.not at all impossible 

Mr. Eklenborn. Thank you very much,: ' . 
r^i^u Y^"^-}^^ not really cpnceivable that the Federal Goverriment 
would accept as a legitimate claim for a tax credit payments of tuition 
made to a school that violated the^Ciyil Rights Act. 
Commissioner BoYER. I would not imagine ■ ' ' ' = ' 

Mr.QmE.Mr.Ch&irma^? ' \ • ' / 

Mr.,FoRD. Mr. Qirie. \, ' 

to^oi?^" ^"""^ J"^*"^^ oii independent stud^ts, what is that going 

, Mi-: Butts. About $125 millibn. 1S . . 

fcfc;. Yes' ^"-""^ body dropped those .changes.; 



itCjiSSf^^ ufl> that is one <>| the faU- 



^^ai^iambner BbiiB^^^ of jobs involved 1 

M^^^^iSwtotal would go from about 800,000 to 1 
*^|^^P^fci||tf^|c^ * ipilUoh, somewhere in tuat 

i|Sffe<ic?i»#, th^ oPPo^??^*^^*||^ 
' iippiF^46ntts^ the program total to more than $600 

. ; , .■• ■ iv 

Mr. QoiB. No^, does that ta»e into oo)tts»deration tiie mcreaw m the 
; n^abum w^l ifou are going to have an annual mcrease m the mmi- 
' ibum wageassetWlaw. , . , , 
' • J 
Mr. Binrs. The way the program operated atudeuts have to dwnon- 
iliratb ne^^^ then they are given a total award Miiount ITie in- 
^^tease in the mmimum wage would simpi^ mean that the students wiu 
ifeam their award sooner; not hecessanly that fewer students are m 

*^|jx?^^J[t just reduces the number of hours, 
l&. BTrits. You just earn , , 

" Mr. dt?m So, that means that ipach year they work a little shorter 
^ime aiwL earn the ^me amount of money. . ■ . 

Commissioner' BoTER. Yes; of course, there are other variables. 
That would.be a variable that might shift the total population down 
or affect tiie number of hours they work; that is tra^^^ • u-n 

».Mr. FoBD. If Mr. Erlenborh is amentoig the minimmn wage biU, 
maybe we will be able to get more hours out of them for the same 
^{un^lht (^.money. ,, , ' * ■ , 

Lr. <^jrE. WeU.wehaveth^ , i u 

Mr. Btjtts. There are also provisions foy schools to apply for sub- 
minimum wages if it affects them ^idveraelj^ xo ' 
Mr. Qmifc So, they account for whsit, th^5 percent* 

Mr. BxJTTS. That IS correct. k^ - ■ ' 

• t Mr. Qotb. Of course, that keeps increasI^jP 

" O&mmissionerBoTER. That is correct. . , \. ^ +w ;„ 

• Mr. QuiB, Do you have any tiuestions m your mind whether th^^^^ 
'^se, taput the additional money over, against SEOG, or bblU? 

dmmisaoner Boter. The. work- study ptogram^was our clearand 
preferred stai+er when we "were moving beyond. BECKj ana tne 

^ trying to put this together, we. were conce.i?ied m part about 
simbUcfty. Ve wanted to be able to We several key components that 

■ pwSsop&cally represei^^ ^^''^ ^ ''TI'^^kI^? 

. feuraged ali by the fact that we ^^re just »rtting sto,#4w^^^^ 
' total ixwts6cbMar* reauthorization process. We want -taTifei^tire to 
. S?e S?^Ss%iv on putting to&tbet; the best possible package 
for reauthorization* ^ j 



Now, regarding the two alternatives you mentioned, I am con- 
vinced that college work srtudy was the best third starter. The only 
discussion has been, sWld one haye also added other pieces ? 

Now, the State incentive program was attractive. It is by law^^and 
theory at least a l-to-1 match, so that you get mucli more "bang'* for' 
your investment. A curious thing has happened, however. I think it 
should, be noted here for the, record th&t States- have been, moving 
ahead— some State^t least— faster in their scholai-ship program than 
the match. In other words, they have not needed our prod. Soo the 
curious effect has been tljat when we give money to them, it does, not 
generate new money; It is really vifewcd as a contribution that is simply 
overdue because they have already gone ahead. The estimatcys now; 
arer that we get about 2/centsior eveiy dollar. 

Now, I think we have to confront that in Qur.rcauthorization process: 
It may be we will somehow put a stop oh^ that and ^ta^rt again in our 
1-to-l match^ or whatever. But upon examination it was not quite as, 
attractive as it might have been. 

.1 think the supplemptal grant money was probably , the one most 
hotly coi^tcsted.. Yourcid licard full comment on that from 

colleagues >ylip,.Tire.^flfffiinistering tliis program in colleges; especially 
•private institutiohs.:.We can only fall back then to the final judgment 
we'inade, that the three pieces, standing alone, trying to Negotiate it 
both in the administration and beyond, n\pst clearly represeutel^ philo- 
sophi^ially what we wanted to do, and would, we thought, dramatical- 
ly move to meet the stated need. ^ . 

I could not, of cour^^e, argue tliat the supplemental gAnt is .not 
attractive as ah added utility for tlie campus administrationjfJ5ut on 
balance I would certainly argue that the workrstudy wfes^^^^l^ 
third piece to put in. v "N^ 

M^r. QuiE. My concern is tliat tlie colleges ^fi^^maller cohfmuhities 
do not have the opportunity for work, as sotne other colleges do. I 
was wondering if ^C'CouldT^ut that full amount in there. 

Commissioned l^b-Sf^. Yes. 

Mr. QifiE. TheiflASfe I have is along what Mr. Erlenbom 

TOis talking about? Will we bring; ;by expanding the GSL program, 
more lendei^ into it ? I tliirSc'^t^c a^i^ getting up in the income level 
where people kind of lend theihibney to tlie oank, who turns around 
and lends to them. Would omnmff ;that u brinff them in to become 
lend^?^ / ' ^-^^ - 

Cflfmmissioncr Boyer. I do not ha^^a good reading on tktft, Mr. 
Quie. My own hunch is, based upon what I have learned in'mir own 
consultations, that the strength of participation would not be signifi- 
cantly affected by that addedi>^npye. , 

'i'MV' Ford. Al, it is the hojjeTvOii several of us that, by exteniling the 

v gtt|h:antepd student loa-n to 'fdnHlics that arc in fact the customers 
top potential customers of ^ib'bt^ks for (Sther purposes, the guaran- 

J^cii student loan will replao^ ;th^elcctric toaster, the electric blanket 
as inducement for opening an accbtijvR a 
..[•Laughter.] • . ■ 

,-" v Mrj Ford. They say 'that will become*thc way in wjlich an establish- 
nieistti) maintains contact with families, instead of by. offeririg,;.$ree 

' disHes. ^> ' 



r i haye ^d;8bme cdjpiy^ .with £redil li^ 

^ iated idpa jof rtudfent^ 

h[i^ not particu^^ 
' : : kind 6t incbine level jidking/i^ xjertainly 

; ;j«r;oidd - mQuht^ n0\ir th|it their, <shil^ eligibleJJ for them to be- • 

f come invQlyed tp iri'«?teii^^ been involved in student/ 

./'toiEtns^ y:.y.^^\ -^'"^'iv-^' i," - l ' ■ ' 

Mr* Qunc. Ther0 ih<>y not bei^K^JIihi^ for those who haye lower 

Mr. Foib: "T^^ Mr. Commi8sioa|Br. As you ca^ 

S^there b aildt'bl ne^tiafiiiK . ' * 

Commissioner Botia; W^^^ available as you want us, Mr. Chair- 
man. Ttaiikyoui .^^ ^^.^ -.^.N * 

Mr. Ford, Tom, do.you have th^ proposals? 

: Mr.BtJiTO..-1re8^:. V':" ' 

' Mr. FoRDrMr. J^imrdi^ Mr: Charles Zuyer, represent- 

ingthe AmeiicahBai^^ 
With6u1t bbjejctionj the prej^ftr^d, sffttement will be included in full 
V.i^t this pidint in the recprd*Yptf may proceed to add to it, defend your- 
;Belf from lorn: pteviot^^^ on it in any way 

' '^yiwfeelistncl^copivenie^ / ' • ' , ^ v < , v * * 

[The pijepar»d,stalemen^^ 

Statemkkt. or: TttE' American B2^^ 

Mr. Chaiirmiin,: mifembers of the. subcomtoitteeK we !aT[4>^r' tiere today on behalf 
r otthe Amerjicto Bapkein* Afisoc^^lon.:,! im I^wrefi^^^ senior economic 

' 'consnltanf to Uie A^A. Aceompanyihg. me is. Charles counsel, 
■ -'aba* V : ^■('■•^■i r- ■■ ^' ■■'""■••v. 'V^' 

IBie American, ili^nkers Association has tjeen i^jctiTftly. involved In the Quaran* 
^^teed Stnd^t XloAb' Program since its inception In'ijoes.' X^ie Association repre- 
^'^nts d2 percent of all commercial banks in th^' cjp^mjtry;. Recording to the latest 
available dtfta]icomjDpercial banks hold approximately tVvo^.thirds of aU outstand* 
' ing Guaranteed Stude6t Loans.' Our attention is focused on section 3 of H.B. 
10854, which ?i^nends ^itle IV of the Higher Education Act of 1965. 

The AmeHcan Bankers Association supports HiR, 10854. We would, however, 
suggest one amendment to the bUl. The amendmei^t, andean explanatibn, are 
atteched tolthifistateme^t.' ^.^.wwv^x,- ^ 

Section 3(oFh.R. lOSii^woiild : (1) increase. ftom $25,000 to^ $40,000 the ad- 
Justed family Income Umit tpr entitling a stiideht to have a porti6n of the 
interest dhfth^ iloah I>a1d by the/Government;' (2) permit an increase In <the 
special allowance of upHo .5 percent to lenders during times of repayment^ (8) 
: dSflne pf rioA tfcfepayment ; and (4) place a floor of 1 percent for the special ^ 
alloV^ance ■ ^ * 'I' ' ' "'t ' ' ■ 

Item (1), fncrtftsing the faijjllly^infome limit to $40,000, will make guaranteed' 
student l<irij»Waiiab)e to ptaifly -slfudents now virtually prechided. They come^ 
from famili€S'r.ttit are inqiieaftlhgli' caught between the escalating cost of liv- 
ing and high^ SjucAtion «ost8.;*t!hus, in many casies, these students need loans 
which Icndeijl are unwilling to; miflikeHmless they are subsidized by the govern* 
ritient durtngfee'Su*school and grace periods. This is not because they are poor 
•rtsks, but ontt bogiuse of the enohnous cost ol fi'aperi^ork involved in biUirig non* 
subsidized stVei#isepiarately/ > 

To have remailM; co|isistent with increases in? the qost of living, a family 
income of $il5,0(wrin 1965, when the program began, would now have, to be 
$30,000. Maiiyi^OTlents in families wifhr incomes between $30,090 andi; $40,000^. 
woold be denledloani. if they wc^reVnot subsidised. . ' ' X' 

TWe support i^eto (2), (3), ii?id-J^4^ ^ section 3 which are aU based squarely 
the recommeh&tions of the C^BDlmittjse on the Process of Determining^ Student 
Loan Speciar^^llj^wances. estaWiiphi&tf^.&pecifically for that purpose by Public 
lAw94--i82.eni(5»dlnl976. ^ 
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▲KBaOMBNf' TO 10864 

On pate S, line 19 itrlke oat tb6 pbraae/'ellfible for deferral", and insert in 
Hen thereot ''deferred". 

BXFLAKATION or AUXNDMEirr. 

Part of Sec. 8 of RR. 10864, amends 1 4S8(b) (2) of the Higher Kdocatton AcV 
ot 1985 (20 U8C 1 1087-1) to grant an increaaed special allowance of up to\S 
percent per annum to lemiera during times of loan repayments when lenders in- 
cur the greatest procesaing costs in administering tbeit loansy . * 

The apparent intent of section 8 is to retain the present lo^ei^jsj^ti a^^ 
during periods, when the borrower i|i:ln the armed fonNe^'or p^hitlhg 1 epurse 
of study under a.graduatie fellovirsliip i^in^nl^ 

menu are ''ellg^Jk^ie for deferral",:b!6|rrG^Wer8; for>«jalo6s of their 'ovUt -nijiy elect 
not tp use thai defenU provided atii^^u^ttiiQie^ to mitlw payments, ttowfoft^ 
the lower rspedal aUA^ 8hoard'.oaiy;appI^^hjen;ps7ment^^ the loan are« 
actually daferredif^Jf' v^:■'^^/^ v . '^v ■ -. V..-^- 

We heartily endoifb recent actions UAm io;\a^vB t^eiAdministration ot the 
guaranteed student loan program. Chokes wehtly instituted such as improred 
prenrUam as8istan<^e, timely payment defaulted Ipans, eUmlnaUon from .the' 
"program of institfftions that do not dc^liVeirtbnVtheit. promises to students, are 
most welconie. A;:.".'-^'- 

In conduslon, we hope that when tbe fiflkl issued for the ISdu* 

cation AmendmenU of 1070, that they irUi b« dear and will not * 

impose an undue burden upon students*,, e^^ia/aldonal 'i^ or lendmf 

Thank you, Mr. Chairman. We will be lUippy;;tb I'espQn^' your questions.^ , 

fniATEXEVS OF LAWBEHCE BASYi^ tmiO E00H0HI8T, 0^ Bfr 
HAIF OF TEE AMERICAN U^SH^E^S 
PAHIED BT CEASIES ZUTIEEB, L||lii^1^ 

Mr. Baktas, Mr. Chairman, we appear' n«i^^^ i^^ behalf Ipf the 
American Bankers Association. I am Lawreiii^ B^^c^, j^ior eco- 
nomic consultant to the association, and; acconfpajajril^ the is CharleB 
Zuver, who is legislative counsel of the ABA. 'V: 

yhe American Bankers Association has been actively. involved in the 
g[uaranteed student loan program since its inception In 1965. The asBO- 
ciation represents some 92 percent of all commercial banks in the coun- 
try. According to the latest available data, these bah|» hold approxi- 
mately two-thirds of all outstanding GSL loans, Toda^y our attention 
is focused on section 3 of H.R. 10854, which amenj^ title of the ' 
HigherEducatipn Actof 1965. 

The American Bankers Association supports H.R:^i^54, We would^, 
however, suggest dnc amendment ^ the bill. The amendment, and an 
explanation, are attached to this 3tatement. 

Section 3 of H.R. 10854 would :^<l) Increase from $25,000 i||$40,- 
000 the adjusted family income limit for entitling a student to nave 
a portion of the.intsirest on the loan paid bv the Government; (2) per- 
mit an increase, iif the special allowance of O^percent to lenders aur- 
ing times of. rep*yiinient,- (3). define the peri^;of repayment; and (4) 
place ttjjlodr of i.percent fot the special W)owahce, 

ItelD (>1|, ibcreasing the family mcome lifiiit to $40,000, will make 
guararkteed student loans availaole to many students now virtoally 
,:precluded. They come from families that are increasingly caught be- 
tweeh the escalating cost of livinif and hi|jher education ooflte. Thus, 

ihany casee, these students ne^ loansVhich lenders are unwilling to 
» nn({vke unless they are subsidized by the Grovem Aent during tbj^ inschool 
"ah4 grace periods. This is jfiot feause they ^Ve poor i;^lfDi^.but only 
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because of th^ eirnlrn^ cost of paperworic*invo^^ in billing non* 
subfddized students separately. 

To have remained consistent with the increases ii\cost of Uving, a 
family incpnie'iif $15,000 in 19G5, wlien the owgram began, would now 
have to be' ISp^OOO. Many students m families with incomes between 
$30,000 aiv4 ^,000 would be denied loans if they were not^^s^ 

We supp(Ht items (2), (3), and (4) t%l J :|T|ieiitibi)ed 
sacgticn 3, which are all Uused squarely on tlie reixMrtrtiepdiirtibnS thip. 
Committee on the Process of Detennining Student Loim Bjf)|i^ 
lowances, established specifically for that purpose by *Publ^c^i,w >l- 
482, enacted in 1976. ;y V 

We also heartily endorse recent abtion taken by the administTa'tioift 
to improve *the working of the guaranteed student loon prograni. 
Changed recently instituted — such as improved preclaim assistance, 
timely payment on defaulted loans, and elimination from the program 
'of institutions that do not deliver on their promises to students — are 
(ill most welcome. . \ 

In conclusion, we hope that when tlie final ivgulations are issued, 
for the Education Amendments of 1976, they will be clear and concise, 
and will not impose an undue burden upon students, educational in- 
stitutions, or lenders. - ; . 

Mr. Chairman, we will be happy to resjKihd, if you have questions. 

Mr. Ford. Thank you verj- much. I want to thank you and the 
American>Bankers Association for the cooperation we have hod from 
you in the discussions that have taken place over the past several 
months about the changes that were considertHl and are incorporated 
in this legislation, I think it is T*^ir to say on the record that we ap- 
preciate the efforts that Mr Zuver has i)Ut foilh in working witli our 
staff lb reach an approach that would bo understandable to the people ^ 
we hope will respond to the changes in legislation, the members of 
your association, and other jxioplo in the business of lending money. 

You have heaf^ some of the questions this morning to the Commis- 
sioner about the possibility of removing the upper income limits en- 
tirely as the Senate has already done in their subcommittee acti.^ti^^i 
* last night I wonder if you would care to comment on your roacii0f]i;4iij 
Uking the income limits off altogether. Bear in mind what Mr,:^iui4: 
suggested might happen in terms 'oi your more aflluent cuswtei^ 
lending you monev to lend back to them at a reduced rate. ] 
' I might say bolnkers confuse me from time to tin>eVhow they manipu- 
late money; but when I hear a farmer talk about how to manipulate 
money, I nave to sit in absolute awe because they are the unequaled 
experts in it 

Mr. Banyas. ily own opinion, ikA on behalf of the ABA, is, those 
people who want to do thaU«>ighl well be lietter off puUing their money 
into bonds, rather than l<?^t)illg>^^^ money to bonks. But that is merely 
a private opinion. r' % ^'^iv 

However, I do thifjilp that |feie <:ommissioner of Rduration was cor- 
rect in saying that;ltM n^rterfS^^^ only have^Alnarginal effect on 
the totaJ nuinbe?'^;^' would affecte<L Moreover, I would 
like to make one o4hi?r (-ommont. 

In my discussion with bankers— and I anvm^ a banker njyself, I am* 
merely a consultant tp the associat ion— thcy^^ view this prpj^riun as a 
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. ' ^ . ■ " 
cocummky Mdi^Uiice type of thing for the most p&rt, not as a inqney- 1 
mtJang iU!<^>c«itioit I think you will find that ^hen the is^jgliiMxel 
down^^hat nxiat of the money wiU ;<cmtinne to t(> 
rather than^jiin |ar as baiiks are con&nied, tci tJ^ie 
echefoiiaof the family income scale;*' T^.': vr^-;^>^ 

; Mw. Fqux The m^ggf^stio^ has been made tiiiut tKere^ is ^$ti^^ in 
eztoioding'^^ I^^ to all .^udents because of' Ihe^^^^ to 
makeloaiis'ipjt^^ t*^^^' ^ . 

BAVTAi lf you;^^ whenbV^^fauIts are fairly 

promptly pdd, fthai stops beins: a deiterrsnt 

' Mr.^uvn. I^fri Chftimiaii, Ithinkit is-kind of interesting-ndl this 
diseusttOD abo^t lending to uppc^ incbc^ The test in the 

beginning of thi)^ prog^ income is, 

whether it is $14,0!(X) ioir t40,(^^ r^pjuyment actually comes vritix 

the student, and there is no security i[nenply because your family lias 
$40^ and anotherjbas $6,000. 

The lender really does not have ahy hold over the parent; there ||^. 
jtto oosignftr involved. S6,^ think the question probaoly ought to be 
look^ at; but as far as discriminating against the lower income stu- 
denta, t think you would run into some j)rob]'ems as slender if :y<m 
wanted to sell that paper to bailie Mae. There is a nondiscriminatbry 
provision in there aoout class of borrowers. They could refuse to bay 
that paper, and banks have been using Sallie liibe. 

Mr. Ford. Do you have any questions? 

Mr. Cro^s. One question. Is there any evidence that the increase in 
the special allowances would in fact entice more lenders into the 
profrrun! 

Mr. rBAMas. There may be some, particularly because of the terrific 
expense 'of paperwork in the repayment period. In conversations with 
people who are in the program, they find that qur& arduous. Morei^r, 
a lot of the smaller institutions have correspondents that do the work 
lor them, and that Ls also expensive. There may be some inducement 
in this. 

Mr. Cboss. But you have no figures on how m&ny lenders. 

Mr. Bantas. No; we have mude. no survey of that« 

Mr.^Caoss. The other change that is proposed here with respect to 
the s{)ecial allowance is to^^put a floor of one percent on the special 
allowance. 

Mr. Bant AS. Yes, , 

Mr. Caoss. Would it make any difference to a lending institution 
whether it.was a special allowance floor of 1 percent, or an increase in 
the interest rate from 7 to 8 percent? 

Mr. BAXTAa I think, of course, tliat the 8 percent would probablv 
be welcomed in some quarters. But I think that would naturally work 
a hardship on the borrowers. It seems to me it Vould make very little 
difference from the lender's point of view. ^ 

Mr. Ctoes. What would the difference in cost for the borrower 'be 
in going from 7 to 8 percent? It would just be $10 a year for a $1,000 
loan ; Lm't that correct ? 

Mr. Baktas. That is correct. 4 

Mr. Cboss. Thank you, Mr Chairman. 

v . 
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Mr. ZuTBt CbH|i) I would like to say one thing. I think that spe- 
eiaI%Uowaiioe increase iflgomff to be h^^ HEW continues 

to impiore its cooperation with lenders. 

Mr.C Boss. Have they been doingso? 

Mr. ZuirzR. They have indicated, and the Secretary has indicated, 
they are certainly making some efforts in that area; we hope that 
would be tma 

Mr. CaOss. Ilumk y ou. 

Mr. FopiK Thank* you very inuch for your testimony today and for 
Om assistance that you have provided in helping us develop this 
k(D8latioiL 

Mr. Bantas. Thank you. 

Mr. FoHk Lois Rice, vice president of the College Entrance Exam- 
ination Board. 

Without objection the entire statement on behalf of the College 
Entrance Examination Board will be entered in full at this point m 
the record, v 

Before we start, Lois, I would like to thank you for the courtesy 
you extended U> the committee and the previous witnesses by allowing 
them to go ahead out of turn because of the additional time that we 
U)ck up this morning with the Commissioner and the witness before 
the Commissioner who had not previouslv been scheduled. I also 
want to thank vou for your^ntnbution throughout this past year 
to the phil^phical bsse oi^hich this legislation was built. 

[The prepaml testimony of Lois Rice follows :] 
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l%8TiM0ifY or Lou Dickon Ricc, Vice.;Pbe8ident, Colleok ^i^trance^ 
Examination Board 

Nr. Chairman and nembers, name Is Lois Dickson Jiice. I 
am a vice president of the College Entrance Examination Board. 
field is policy analysis in higher education, with particular emphasis 
on the financing problems of students and their parents. 

This is «v first formal appearance before the subcommittee 
since Mr. Ford became Its chairman. I want to express my congratu*- 
lations to you, sir, and note the contributions you and others on 
the subcommittee have been making to .Improve the quality and funding 

of the programs under your^jurlsdlctlon- It has been and remains a 

*' 

pleasure to work with you and the staff of this subcommittee. 

I am here today by Invitation. I mention this because I am 
going to talk about some difficult, controversial and partisan 
issues, and the views I will ekpress are my own. The College Board 
with about 3,000 member Instltutlpns— colleges, schools and school 
systems— has long been devoted to Improving access to higher educa- 
tion, but It does not usually state a formaV position on particular 
legislative proposals, and It has not done so In the case of 
H.R. 10d54, the Middle Income Student Assistance Act, or any of 
the pending tuition tax credit bills. So I do not speak for The 
College Board today, but only for rriyself, and only because you and 
some of your colleagues have asked me to do so. 

But before getting to specifics, f.have a general observation. 
It is that I come here today with at least a twinge of regret over 
the fact that the main substantive problems In the current array of 
Federal student assistance programs have been crowded off the legis- 
lative agenda by a perceived crisis In college financing for middle- 
Income students. 
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I Irish the tgtiid^ could focus on the lack of coherence In the* 
^^prlsiinf set of Federal prograns to aid students. It Would be an 
^^Muous task to overhaul those pro9rama--ano I Include^oclal 
Security student benefits ^nd veterans educational allpy^ances as 
Mtll. as Office of Education programs—to m^ke sure they rtiesh sensibly 
idth other Md with state and Institutional efforts, but the 
effort Mould be Ifkely to, pi^ great dividends. 
[. In the last $1x years there has been an .amazing Increase In 
. state scholarship a1d« from $268 million In 23 states to $746 million 
tn all states, but Congress has yet to review the Implications of 
that Increase. Similarly^ I suggest It Is of great Importance to 
examine the BEOG program Jto see what Impact It has had, not only on 
those who are ellglbile for basic grants, but In terms pf^lftlng 
aid from other programs to higher-Income students above the basic 
grant cut-off line. Yet another subject crying out for attention 
Is that of educational loans. The Congress has been patching and 
tfnk^rlng with loan^prograros ever since 1958, and we have yet to 
achieve a condition In whichi students In.slmlhkT^lrcumstances, with 
similar needs, can be sure of obtaining similar (or 'any) loans, or 
In whlch'there Is a business-like and responsible system of ensuring 
repayment by those with the ability to repay. 

Instead of .talking about those kinds of {trobt^ms or tHe Ifngqr'^,'''^ 
'if)g social, educational and |Mnom1c problems thitlntjfblt th^ 
cipatlbn of the poq^l'lAl^stSAndary eduq^tiop; -(the Cbiftgresv Is' ^ow - 
lookft at compet4^J Wfty^i to,chanriel ropre ii^9n^:ta.mjiddVe^1n^^ '\ , 
fairi lies with cH0dirSliPin<co liege. The Issue 1!5: Dot ^/hether to do . 
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JO, but hw iwch--w1th.$1.2 billion being the starting-figure— and 
how— by way of tax.cred.Us or by way of expanding eligibility for 
basic grants and Federally subsidised loans. The battle has been 
Joined oh these Issues because of obvious political Imperatives. 
Since It Is the business of the people's elected Representatives 
to detect and deal with political Imperatives, Congress can scarcely 
be faulted for trying to do what It was elected to do: In this ^ 
1nstaince» to cope with a sensed. protest on the part of mlddle- 
Income college parents that they deserve some help frofrt the Federal 
treasury. > 

But in dealing with the plight of any group in our sqciety, 
it Is helpful first to define the plight and then shape the remedy . 
• to MtcH what the real trouble-Xs. This is not what has occurred 
in the last six months as Congress has wrestled with the question 
of Federal aid for middle-income college parent?. Rather, it first 
nearly decided on a remedy, a $250 tuition tax credit, before it 
had examined the problem, and now it is looking at another* remedy, 
H.R. 10854, crafted to head off the ena9tment of a ,tax credit, with 
the exact probllm still to be, articulated. I applaud .this subcommittee 
for having this set of hearings to Inquire into the nature and 
severity of the financing plight of middle-income college parents. 

There 1^ not the slightest doubt that all except the very rich 
find it hard to put up the money for their children's college ex- 
penses. But hardship-is relative. In the first place, 90 percent 
of all faroilies at any given time Have no children in college. For 
the 10 percent who do, the condition is not a permanent one. Further- 



t almost; Wf^ (49 percent in 1976) of enter^llg freshmen are ' 
: ; fir public 2-year cotlfiges» with vaverage tuition and f0fes this year 
•of $389, and nearly a third (30 percent in 1976) are in public 4-year 
f institutions, wh^re this year*s tuition and fees liv^rage $62h For 
■the 21 percent Who enter private institutions, tt^^^ are signi- 
; ficantly higher, with practically all of the total cost difference 
attributable.to higher tuitions. ^ 





Percent 
of air 
• new 
FreShnien 
1976 


Aveirage 
Tuition 
and 

Pfees » 
1977-78 


, Average 
Other, 
Costs 
1977-78 


Average 
Total 
Co§ts 

-1977-78 


Public^yeaf. 
Private 2-year 
Public 4-year 
Private 4-year 


48. 7« 
3.0 
30.3 
.17.9 


$ 389 
1,812 . 

621 
2,476 


$2,161 ■ 
2,203 
2,285 
2,335 


$2,550 
4,015 
2,906 
4,811 


Source: NCES and CSS "Student Expenses, 1977-78", 





The statistics I have jyst given you are averages. Like all 
; V^^^^^^^^^^ suppress the extremes. So I also have ^ sampling of 

MJi^r'acj^ual sh6w'lng:^f6r each state represented on this subcommittee 

f^^^^ Jj:uitip^^^ at a community college, at a state uni- 

. versUy and*a*^a|^^^^ institution in the same state. All the 
figures are fbip,iie;-i977-7fii: school year, . . • .'' 
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Public 

College, 



Publfc 4-Yedr 
University 



$ 206 >^ 


$ 645 


90 > 


478 


261 


712 


450 


722 


510 = 


750 


390 


550 


336 


928 


450 


850 


\ 410 


950 


817 


845 


330 


B40 


l,05i 


1.266 


350 ■ ■ 


750 



Private 4- Year 
Cgl lege 

$1 ,500 Tu s kegee . "•■ 
1,900 Hawaii Loa / 
3;825 U. of Chicago 
3,550 Notre Dame • 
3;,995 Grinnell 
3,971 Berea 
055 Alma 
3,D50-St. Olafs" 
4,650 Princeton • 
;4,450 Cornell 
/4,138 Oberlin 
, 4,450 U. of Pennsylvania 
— 4-a,49S-Ripoa — — ^ 



Alsbama . 

niinoit 
Indiana 

■ KentaqKy 
; Michigan 
Minnesota 
New Jersey 
- New York 

Ohto 
. i^ennsylvania 
Wt scons In 

Source: CSS ■ : j. ' 

The point ^emerges from tfiese statistics is that the cost of 
.. attending college varies noticeably among the states and markedly be- 
tween public and private i-nstitutions. th6 burderi on families who put 
up those costs varies in the same ways. / 

Next I want to talk about trends. The proponents of Federal re- 
lief for middle-income college parents explain tne need for prompt 
actfon by citing statistics showing' that the coat of attending college 
' has risen about 72 percent in the last 10 years/*^and that the college 
enrol Imeat rate of middle-income students has gone down in the same 
period. But just as ijfiti) TiSrdship, rising cos;cs and declining enroll- 
ment rates are relative. ' 

The Congressional Budget Office has demonstrated that family . 
incomes of those^ith 18-24 year old dependents have been rising 
faster ■ than coljege costs in the' last decade, so that the percent . of 
family income required^ to finance higher education has been declining 
rather than rising* This is not to say that the 1967 college financinig 
burden was just right--there is no "just right" proportion in such 
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natters— but there- do apiiear itp be far more obvious culprits for 
the pinch about which famille^are no*t complaining. Foie example, 
from 1967 to December 1977 figdVprlces on average rose .96 percent, * 
nedlcal care 124 percent, household services (less rent) 121 percent, 

\i 

L^fuel oil Itejercent, and aW Items 86 percent— with college costs "» 

Jttp about 72 percent. 

As for the college enrollment rate decline ,among the children of. 
niddle income families^ the--facts-seem-to-be-that-the-dec14ifje-from 

, the peak year of 1969 to 1^76 for children from high-income and low- 
Income families was worse than that for middle-income children, and 

' the recovery for high and low-income families in recent years has 
been proportionately less. 

Family Income Percent Enrolled 



11976 Peak Year Low Year Latest Year 

1969 1974 1976 



1 0 to $ 8,525 24 . 83S ^ " 20. 3« - 22. 4« 

8,525 to 17,050 38.8 31.7 36.3 

• 17,051 to 25,575 50.6 41.4 47.5 . 

25,576+ 65.2 57.5 58.2 

All Income Groups 41.3 36.2 > 38.8 



Source: CBO / / 

If there is a Federal subsidy argument to be made from these 
facts, it is stronger for helping the poor arid the nich tbah; i t is 
for channeling money to middle-Income. parents, which^only shows that 
statistics can be'offered in support of almost any proposition. I 
think middle-rincome parents do ha vie a problem, but in the attempt to 
do something about their plight,' it is not necessary or useful to 
imply more than the statistijcs show, or to suggest that in our society 
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It 1$ tougher to be In the middle than it Is to be at the 
bottom. 

. . ' • ' ' ■ ■ . . ' . . . . ' ■ .. 

The last ten years have seen an enormous increase— 262 percent 
according to CBO— In appropriated Federal^ aid^ per student, most of It 
targeted oh:low and moderate Income sti^gft^its. This circiimstance now 
^Wes r-failk'to the thougfht In. some quarters that enougb is enough, 
the time has come to do something about the "left-out group", the 

~l»rd-wor ki ng tax^iying^^ America. ^ 
too rich to qualify for publip handouts, too poor to afford the high 
c^st df a first class education fOr their children. / * , 

Perhaps ^0. But thq Congress should bear in mind that it is, not 
aT(jhe in worrying .about the plight of the middle- income group, and 

'Others have already moved to help that group. , . 

V For example,' earlier I mentioned the tripling of state scholarship 
funds in the last six years—a half a billion dollar increase in 
grant monies. Along 'With that hefty dollar increase, there has been 
a marked shift in ""t he proportion of state scholarships going to families 
with incomes over $15,000. . _ 

The shift varies from state to. state, but in a 5-state sampling 
(accounting for 38 percent of the total dollars awarded), the partici- 
pation of middle-income families has more than doubled.- --^ 

Percent Over $15,000 



' * 1973-74 1976-77 ' . 1977-78 (projected) 

Califdrnia 14.6% > 38.5% 4>:6« 

Illinois 17.3 42.5 n/a 

Michigan 20^3 49.4 S^TT ■ 

New Jersey 19.9 37.7 n/a 

Pennsylvania 2.3 23.9 n/a 



^'Source: Study in progress at the Washington Office of 
* The College Board. 
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Exofiiprit In fr^ftklsh clrcuffistan^ none of the over $15,Q00 , ' > 
; f»1J1e«;;fl)^eltHe^^ a BEOG. As ■|F(Bderal 

. program has. provided more and more aid to lower-lnQofne^stuiiefits, 
the states have quite evidently reacted by: puttii>g liiorre' and more of 
their dollars Into families too well-off to receive a Federal basic 
grant, yet still in neecf of * some kind of help. . . 

There Is also evidence of ap; upward shift in the family incomes 
Of students aided by .institutional funds and by the Federal campus* 
bas^d programs, SEQG, CWS and NDSL. My office is in the middle of a r^,^ 
three-y^arvstudy of the impact o.^ivtHe f^deWl pN)grams and their int^t^- 
action wfth state and institWorial student aid programsraftd i am'Spt 
prepared today to use precisfef figures, but I can assert confidently 
that more and ihore governmental, and institutional aid is already going 
.^ij^ to Students from fa*^JVi^j^^^^ $15,000-r-that is, families in the 

upper income half bf all American families. ^ .iy'"'^*: ." 

:, -A^lit*9e. over , two years ago my (itai^filzat^on, acting through the 'rk. 
•Jf^Jflptliege' S^^^ Service, put into effect a wholesale reduction in 

tm^fj^y^s of expected family cpntri]^ut.ions toward college costs. The 
necessary consequence was '.that ' hurtdr^ds^ of thousands of middle, and 
» upper- income families w1)0 ^because of their ihcomes|j^'W&re not previously 
qualified for aid found themselves el igi brie. 

As a compromise to Bas^c Grants the Congress itself in 1972 
' broadened eligibility for the campus-based programs, an(f in 1976 
made air students in the $20,000 to $31 ,000 family income range 
newly eligible for loaps on which the Federal government pays all 
the interest iliiile the borrower in school. . 
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. .L«st btt^f;jib.t;.Ttt^ families have 

awarded the«seTy<fe::<he equivalent of a $U5pp*or $\j800 annual grant 
by _ chotfsl^B^^^ over private instltutlins as the places to attend, . 
In 1965, about -34 percent of all undergftduait(?sta€tfen^^^ 
institutions.'' That percentage fell to 26 in 1370 artc( t().22^id$^^^ 

^ "^"H' ?f .^l^es^force^^^ is that 



"burden of college going cV5t9:i,s.yig^ it. is overst(itiii'g the 

case tq, assert that actual/^pirjert^^ are i ct^usbfiig: Voi^ 

for the middTe-incbme group^r:for any other group from whlth". we; e)(^^^^ 
pect a family contribution to the cost of attendance, ^ctorflliig tp^.i 
studies perfoirined by Joseph froomkinv Dlrei^tor of the Edubi^i^n^j V^ 
Policy Research Center for Higher Education, the 1975 burden re^nge^ . 
between 10 and 12 percent of^after-tdx Income for a*IV families above" ' 

$7,500. : ...^■■■'•'-'i;:* ■ ■ ■, .•■ . 

:' Ar. : Family Contributions As a. f^ncetit c^^ ■ 

■ ■ income, .1976;:' ,;:v^-'^^^ .. 

.1 income / ' . \ :? ' cphtrtbu^joo Ra^ 



$ 7,500 ^t<if $12,000, . 7^ ia!l ; 

12,001 to; 15,000 Ul.O 

15,001 to" 20,000 V 12;! ^: 

20,001 to 25,000 12.2' 5 i- 

25,00Oi^ 10,4 

J F;rom all the infpj^Jnatlon available to me, I; simply am unable to 

generaTize about the plight of mlddle-^income families with children ; 

*. . ■ ■ .. ' 

In college. • Some are facing very d,i)^1cult problems. Some are not. 

' ■ • " ' ' ' ' ' ' , ■ ■ ■ ■ 

Some of those with problems .haVe tlrii^'te^ their children elected 

• ■ ?fr".v7V^- ■ ■. . 
high-cost private institutipns- Instead of lower-cost public ones. 

. ■ , 



•^4^ of those without financing problems are- 1n that posltfoh b^ 
>:;tlMr children are 1n nearby conmunlty' colleges Instead of the state 
'vllihtverilty \00 miles away: I doubt vefy much whether it is the role 
^!vbtst^ within it%, ability--t6 equalize the 

'^ noh^y ;Gon sequences ^f all those different Gho4ces by all those dtffer- 

' But there is evidently about or at least'$1.2 billion Tifi'^dditlonal 

Federal aid that the Administration an(l the Congress are..winihg to 

- ••'">• ■ ■ • • ■ . ' ■ » • ■■, ■ ' 

: ' ■' ■;'* , • • • • . . tf , . • 

put Into pbstsecondary financlaT.assiitance, eithfer for students or 

A:. ' " \'o ■ " ■ 

their parents or both in the 1979-80 school year, oyer and above the^ . 

Increase that wj 11 Insult from fi^ndin^ maximum basic grants at $1 ,80(r 

. Instead^ of $1,600. This Is welcomed nfews ifWieed.. . « -.X ; • 

; ■ . ■ • ■. , 

If the queitlort.of hjDW*:to distribute that £Xtra; $l .2 billion is ; 

anvdpen one, then 'llsugg^ it would be. realistic and\useful 

to target the. money on people witb actual unusual college cost burdens, 

poor pepj^te .befbne. 1 ess poor ipeopl e , middl e-i ncome peopl e wi th chi 1 dren. 

■in high-cost ifis.ti.tution£* before th^^^^ children ,jrt 16W-cos.t ; . 

cpTl ege s , piaobl^t .^i t h two c h i 1 dren I n col 1 ege be f ore peblpl e , v<1 1 h o^l y 

■.' -one, and.$b .-pn.: • '. -\.v'^.'-;^, . -v/-^ 

vVv Jj^^^ is take the $1.2 billion and scatter It ■= 

r Wbroajisl.^^^^''^^^^^ small amounts. ,. > 

v .',. Tfefat Sjaid, J . turn now to a .^jsciitffsion of H.R. 10854 and a cpfn- 

; .- par1son of that profiij^aTVwith the tuition tax credit concept^:-.',;' ' 

The inost notable^l'&aiure of H.ft. 10854 is that it repeals the * 

- existing provision of law that cancels all BEOS awards under a$200 and' 

■j' tepLlaces ^1^ with^ik^•^py^sJon that any ^^^^ less than $250. will be 



with ill fMllItt bttMtti) $16,000 and $2S.000 to rt« 
* illvt tfci siM $250 • ; 

!■ . ,m 4|uttt1on Vm occun. how'iloes'tht $2S9 flat basic grant 
41ftff ,|ro« a $250 tuttlon tax credit so far as a $16,000 to $25^000 

i^if^^^^f^cW that t)M grant Is availabit at ;tht sUrt of 

thf school ytar.;aiid It Is real; it ii/not/ut off until**the following 
spring, as is a tax credit, and it tVs^not lost sight of in the pluses 
' and minuses lead^g to the cafaulation of one's !;fiAar incci|ne tax lia- 

r. ^'second difference is that the basic grant . is counted directly 
a^tnst the cost of attendance. reduQin^.dt dollar for dollar, whereas 
some of any tax credit would be siphoried off In'^tandaVd needs analysis 

procedures, so that with a $24,000'family, for^texample/ a $2:50 tax 

■ < 1 ? 

credit would mean $175 effective relief, not $25,0«iorth. Thc^'only 

7' . ■:: ' . i 

families th&t would not experience this devaluation of a tax credit 

would be those who by CSS or similar standards were Judged not to / 

need any grant aid at ai)'/ ^. Jj,; TV^ J- . . 

Another difference fs/that basic gVirVt^^wm presumably continue 

to be channeled through t^te. Institutions the students are attending, 

• - whereas tax credits wot»Jd\be. "administered" by families. This in 

turn is likely tb lead tp. tvj^ more differences: 

•7. institutions can easily guard 100 percent against 
^'making grants to phantom students, whereas the IRS 
cannot readily detect fraudulent tuition tax credits, 
npr ever hope to catch all of them. O'V^ • 

- manyiji^dents In the $16,000 to $25,000 range ate now 
borrowing from Institutional funds and holding campus 
^ jobs. Making them e^glble for * $250 basic grant **• 



i^W fiAkt tN.1i; Mt4 to borrow M work. Cvtn 
4f tlio fiAicMofi It onTy lotfnt* %mm loan f\i^% 
•od Jote bo frood up Itor otNr ttuatnts with # 

. r flooociil oood* A toi (rodit syttdiM would not Nvt * 

CI fttfpng or it lioilpffi a ripplf ffftct. 

*i. . . . . ' 

taotHtr^'difforfi^ It^Mt appHcitfon for a Bosic Grant, * 
'^7/' %yoA 1^109 tho ituv^llfjod *fonii;ant1c1pattd%for tht flat ^r^nt^ wAl 
pHt fuifllM Iftto Om pooUof tllotblfs for otl^r'^tj^os Of old. 

All 6f tlW ton crodit proposals I havt sttn h«vf bttn tltd to « 

'*'*■* * 
tiiltlon only, and typically tQ net tulilon coits^afttr sub- 

tractltig 61 0111 btntfits and other f^ipis of grant aldf Including 

ftott icholarshlps, wKSirtas, H.R. 1(^5> has nofli coinpar^ble "^now you 

: too Itt now you don*f clause. So another difference for the tfetooo • 

; , to |2$,00O f«Ainy between an*H*R. 10854 grant and a tax cre9ll of * 

$2S0 1t*th«t the family wij^ld be sure to 9«t^the fopner'tpd n^ sure 

4V|iJp get the latter. . ^ * ' ,. 

Still another difference between H.^. ldlBS4 and nMosals for 4 ^ 

a refundabU tax credit of S250 is the distribution ofTehefits « ^ 

^ to- students at differing types o^^ ins titu"t ions. Proponents 

^ ■ 

Of tax credits claim that they wish to preserve and enhance tjje d1- 
versUy of postsecondary education by aiding students in 'independent 
^ colleges and universities. • • 

Fretlminary es^iniates of the Washinqton Offiifc show that the private 
sector would r€;ceive a substantially larger proportion of.^he grants binder 



"tor wouia receive a suDstaniiai ly ^ 
RtR. 10354 than under a tax c red i t 'scheme if it were enacted this year. 

Olfftrtbutlon of U\\c Criott tn H.RfM'l06S4 Dittributlon of RtfundAblf T«i Cr«dit 

t. ^yP» 0' Institution) •> (By typ« of InstUutton) 

rtrcent PtrCfnl 

aCCtt . Guarantee Total )9;6 rnfo))iytt> 

M>nc*4-t^Nr . 5?t ^' 4^ ^ 46% 49.81 

hibUc Z-ytAT * 2t IB 21 • ?6,0 ' 

^W«te ?i4 Ye4r 22 40 . ^^4.2 « 
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Thtf* dlf'^irincts th«t I havt llsttd «rt «11 rt«l difftrtncts ' 
that should tnttr Into tht Con9rtss1of>i1 dtcltlon «bout what mtch^nlsM 
tO^Mt In dil1vtr1n9 nort «1d to tht $16»000 to $2S»000 group. 

Thtrt «rt tjlto rtal difrtrtnttt QtMirally bttwttn « grant systam 
ond.o tax crtdl||piyfttii, 1 will Itavt to othtrs a discussion of the 
tax poll^ Islyas prastnttd by tuition tax crtd1ts» and of th^^ontrast 
tetMVtn a systan adnlnlstartd by Offlca of Education and collaga r 
bureaucrats and ona adMlnlsterad by taxpayers and iRS bureaucrats. 
Those kinds of questions Involve philosophies and Ideologies on which 
reaionab\e people d1ffer» and their -differences will remain no matter 
how the current controversy turns out. ^ y_ 

But what I^^do want to mention are several points of difference 
tl^t concern ml as one who has spent neai^t-y 20 years worrying about # 
higher education financing Issues and^the role of the Federal govern- 
aent In their resolution. k 

It seems to me that H.R. 10854 sepifates^ things that are In fact 
separate: the Federal role in higher education and the Federal role 
In fjr)anc1ng primary and secondary sch(X>11ng. Tuition tax credits do 
not'make that clear separation of separate things. As proposed in the 
Packwood-Hoynihan bill, they raise ^lifflcul t and passionate primary 
and secondary school :quest ions which ought to be dealt with forth- 
rlghtly a>>d on their own merits, not as piggy-back adjuncts to a plan 

to* ease coUege tuition burdens. 

'4 

Tha existing package of Federal/ pbstsecondary student assista.n.ce 
programs, while it has some problems to which I have already adverted. 
It neve^rtheless well designed and in place. If more money is available 
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Uir potUtcontftry itudtnt aid. It ihOMid bt iddtd to tht existing 
MCkMlm* Mdlng ytt inothtr ntchcnltii— t«x crtdlts— strlkts m 
it liM|iM|J^1tmtb1y umwcttury. 

Tl» klndtrgtrttn tJirough high school sltuitlon 1$ dlffertnt. 
ijtoffv «» Mft prmnt f oatral rolt In tiding studtnts tnd their fsMlllts 
4lrectly«'iiitf %9 thtrt ere no ntchinlsm in piece to deliver such aid. 
If Congms dKldes to help feMllles that educate their children out- 
ildet tlie public school system of the' country, then tax credits would 
be one of the delivery systems It surely can consider. Passage of 
H.R. 10854 or any other bill to put nore Federal money Into the current 
postsecondery eld mechanisms will not preclude passing a tax credit 
fdr elementary and secondary tuition charges.* If that 1s' what Congress 
wants to do. ' / 

Another aspect of tax credits that troubles me so far as higher 
education Is concerned is their perceived impact on tuition differ- 
entials between public and private Institutions. A curious facet is 
that some learned scholars insist that tax credits will favor public 
Institutions while other equally learned scholars insist that* private 
Institutions will be more advantaged. I do not know which version 
Is the correct one. But I do suggest that the^deral government 
should not blunder into the tuition differential controversy by 
Inadvertihce— and yet that Is exactly what I fear would be the conse- 
quence of enacting higher education tuition tax credits. The same 
would not be the case with H.R. 10854. 

There Is one contrast often drawn between tax credits and a 
higher basic grant ceiling that I find more anHJsIng than serious. 
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tax crtdit propontnii art fond of pointing out tha complexity of the 
BCOG application font and comparing it with the lilleged simplicity of 
tlM paper work involved In claiming a tax credit. Ar\yone who has filed 
a Form 1040 and Its accompar\y1ng schedules knows that nothing the IR$ 
gets It hands on Is simple— because the tax laws are complicated, and 
ta» credits are complicated* and therefore the Instructions and the 
forms have got to be complicated. I fall to see the advantage of 
making the 1040 even more complicated for 90 iQlUlon taxpayers so that 
3 or 4 million can get a tuition tax credit, when those same 3 or 4 
million can be asked to cope with an BEOG application and so not Im- 
pose complexities on the 85 million or so who would not benefit from 
tuition tax credits. . 

For all these reasons. If the choice lies between H.R. 10854 
% and a tuition tax credit* then It seems the former Is much the better 
course. There are some aspects of the bill that ought to be clarified* 
particularly the proposed changes for basic grants. ^ 

What Is the minimum grant for Independent and part-time students? 
For full -time dependent students It Is $250. but the bill is silent 
on the minimum for most Independent students and Ml part-time students. 

What happens to grants at less than full funding of the program? 
In his FY 1979 Budget submission the President requested full funding 
of $1,800 grants for currently eligible students. H.R. 10854 adds 
nearly 3 million new students to the DkIc Grants Program, mostly 
from families with Incomes above $16,000. and guarantees them at 
least $250. Hence If apjjropriations \fall short of full funding any 
reduction In awards would necessarily hit low and moderate- Income 
students while leaving the above $16,000 group untouched. No gesture 



of .tM^thy for iriddU-lncpma st^ents should break the promise a1- , 
: rta4y Mde to students belw $16»0D0, This leads roe, therefore to 
the belief that either BEOGs shoulAbe made a true entltleineiit for 
all current >nd newly eligible studeW or else the $250 guarantee 
--izl^W Short of an entltlVnent the ''core program" should 

^: j^^^^^^^^^^^ made mllable to support the new 

flat grants. Tlliii coitfd ^^e^^ eSither by placing still 

another trigger or funding threshold In the ptpgram or by haying two 
separate authorlzatloi^s. Both of these alterna^ves. however, dSHes^ 
the guarantee In the current bill. 

But let's hope ami a$iun^ for a moment that program Is fulT^ij: 
funded. Eligible student fbiye $1^ ^ 
ot family ability to^ pay iiid; regardless of costs of attendance* For 
these students the comb1'iii^1pn;c(f:;;gfant a^nd parental contribution, 
could well exceed the $lviB0O li6(!i6'i^ while for lower-Income 



students the grant cannot exceed the lesser of $1,800 or half the costs 
of attendance. If $250 Is guaranteed to rilgh-income students regardless 
of costs, then shouldn't. It be guaranteed to all students and on the 
same terms. For example,, a student eligible for the maximum $1,800 
grant who attends a^$2,000 institution should have $250 protected 

against the ^alf-cost rule; Instead of a $1,000 BEOG, he or she would, 

-_ r 

therefore, N^celve $1,250— a small concession. In my view, tpwards re- 
ducing the prsistent Inequity of the half-cost limitation. 

By now It should be clear that I indeed favor the approach In 
H.R. 10854 over tax credits, but I am troubled bjf aspects of the re- 



vised BEOG program, particularly at less than funding— troubled 
too tliat fnlPP^vMMniHM fam11ies,$16,000 tp $25,000 are treated 




tlmllarly though they art dUslmllar. (And one can predict that over 

1t1»^^ be a -strong temptation, to raise the Incoiie ceiling 

^^ ^ then|t|y Increasi / 

• V -'It thl^^ Is .toiflmltted to."rttl1ev1ng" the middle class. 

j;:;-i^;vt^^^ Cflin best achieved by varying tj|ie graifit amounts with* need and 
r^:' ; concentrating meaningful sums of money' <Jn a smaller populatlorj rather' 
^ • population, i^ng Senator Pell 's approach ? 

or the Uniform Methodology for 1979-80 woulld phase the grant amounts 
down to. the minimum at about a $21,;€00-$22,000 level where there is 
soine demonstra table need, iH«tfiMB^aitaieH^ 

A caution-all of us who have played with BEOG models and cost 
estimates for this program would have to admit that these are, in 
fap^:e$t1mates» and no specific tax rate or system assures a definite . 
^ owtcbme* - I, therefore, urge that you give the Commissioner the necessary 
to fill in the technical details, for a contribution schedule 
i:hi'//9i}CUiaiZea 10 onng aoout tne congressional ly desired Outcdrties. — T Ms"'' ' 
'4; r bias wprked^yelT in the past; as the Congress, repreL^^nted by this 
^JCoort1ttTO'«(iKa^^ an opportunity annually to SQe;<that the technical 

Two f1in^:C0iN1jein.ts[.:(jh In lieu of substantive re- 

visions in the loan programs I applaud the efforts of this subcommittee 
for making the 6SL Program available to higher-income families who 

■ wish to spread the costs of education over time. These newly eligible- 
and wealthier families, however, could be so attractive to banks that 
less well off potential borrowers may be crowded out- -an issue that 
should be reviewed with great care next year when you reconsider this 
legislation. 

.,.1 also wish to coninendiithe sponsors of the bill and the Admini- 
stration for proposing increased authorizations for the SEOG program 
for I^Y 1980. . By then th§ Congress' and the Administration should have 
an opportunity to review and revisie this valuable prbgram and along* ^ 
. with>the SSI6 Program use it to foster institutional choice among 

■ ■ • . -S . •■ , ■ " ■ 

students and to enhance the diversity of our postsecondary systen^. 
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' ta^^ BICE, VICE PBESIDEKT, COILESE EHTBANCE 

. ^ isiAISX»AT10l( BOABD, WASHInOTON, D.C. 

, J. . . .* ^• ••.j".' • ' , 

. ; pc^^iiT^tice' b«^oi;ie/ti^^^ subcommittee since you, Mr. F<^rd, became its 
! |Cha1i:inafL 1 want to express my ccftigratiilations to you, sir, and note 
, J .xh^. contributions ,you and others on the subcommittee have been mak- 
, ^/ i!hg-ftb ^ppye:t^^ quality and funding of the programs under your 
, jurisdiction. It hip!s been and remains a pleasure to work with you pind 
theex^^llent^ftpf thissubcommitti^ 
X^n^, here, todfiiy by invitation. I mention this because 1 am goine 
' tpitWi ^bout some difficult, controversial and partisan issues, ana 
. ' ' tljri vio^s I'Will express are my own. The ^Jollege Board with about 
, • 8,000 .member institutions--^ schools, and school systems — 

lone; bft||l: devoted to improvmg access to higher education and 
' \ ^ual edupanbhal opportunity, biit it does not usually state a formal 
position on particular legislative proposals, and it has not done so in 
^ the case of H.R. 10854, or any of the pending tuition tax credit bills. 
V; So, I do not speak for the College Board today, but only for my§elf 
. . and only because you and some of your colleagues have a^ed me to do 
' so. ' 

Before getting to specifics. I have a general o^rvation. It is that I 
coine here today with at least a twinge of regret*ver the fact that the 
* • main subsftantive problems in the current array of Federal student as- 
sistance pro-ams have been crowded 'off the legislative agenda by a 
pcjrCeivw crisis in college financing for middle-income students. 

^^xistin^ set of Feaeral programs to aid students. It would be an ardu- 
. -oufe task to overhaul those programs^— and I include Social Security 
' ^\ student ben^efits and veterans educational allowitnces as well as th^ Ot- 
, fice^of Education programs — to make »sure.tliey!^mfesh sensibly i.^ith 
\ eadh other and with State and institutional efforts, but th^^ipiffort wjould 
' be likely to pay great dividends. j • 
\ Ih the last 6 ye^irs there has been an fcmazing increa^ iia^^Stftte 
' scholarship aid, .fronf^268 millioij^ 23 States to $746 millioii^fejall 
' - States, %t Congress has yet to ririew the implications of that ii^-vc ' 
crease foi^.federal polidy. SimilaHy, 5 suggest it is of great importarici?r^.. 
^ta exami^i^'^^e .BEOG^ see what impact it has had, ndtV:' 

only on thbs*:^ivfto are eligible for basic grants, but. in terms of shiftin|f: ; . • 
aid from otli^r programB^^Mjiigher-income students above the ba^jki; : 
. grant cutoff line. Yet anotlRkibject ciying out for attention is' th^,f:' 
• of educational loans. The ^Congress has.betn patching and tinkering-/' 
with loan programs ever since 195^, and we h^ve yet to achieve a c6rif:>: 
dition in Which students in similar circumstances, ^ith similar needs, ' 
ttiti bo sure of obtaining ^imilar-r<Pany----ioanSv or in which there is * 
a business-like and responsible sySteih of insuring, repajonent by those- 
. with the ability to pay. , • ■ - • . • 

. * Instead pf talking aboiit^ijiose 'kinds of i^e^ >or the lingering- 
. .' social, educational and econoimc probIeina>that stiU 'iiOubit fh^ par- 
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ticipation of low-inc6me students in post-secondary education, the 
Congress is now looking at competing ways to channel more money 
to middle-income families with children in college. The issue is not 

^ whethei^ta-do-so,4>uUiow^UGhT«with-$l,2-b^ 

figure — and how — by way of tax credits or by way of expanding 
eligibility for basic grants and federally subsidized loans? The battle 
has been joined on these issues because oif obvious political imperatives. 
Since it is the business of tihe people's elected representatives to de- 
tect and deal with political imperatives, Congrflfes can scarcely be 
* . faulted for trying to do what it was elected to do : in this instance, to 
. cope with a sensed protest on the part of the middle-income college 
parents that they deserve some help from the Federal treasury/ 

But in dealing with the plight of any group :in our society, it is 
helpful first to define the plight and then snape tlfie remedy to match 
what the real trouble is. This is not what has occurred in tihe last 6 
months as Congress has wi-estled with the questiqji of Federal aid for* 
middle-income college parents. Rjlther, it first hearly decided oh a 
remedy, a $250 tuition tax credit, before it had examinej^the problem, 
, and now it is looking at another remedy, H.R. 10854(j .crafted to head; ^ 
oflfethe enactment of a tax credit, with the exact pr0^fe^^^^^^^ to bo^/* 
articulated, I applaud this subcommittee for having this;^^^f hearings 
to inquire into the nature and severity of thfe financing plight of 
. middle-income college parents. ^ » 

There is not the sTigntest doubt that all extept the very rich find it 
hard to put up the money for their children's college expenses. But 
. ^ ; hjjij^^^ In {he first place, 90 percent of all ffifmllies at any 

t^ 'tf x g iy^^^ no cliiMi'cn in coll ^eHfe rihTrl^OTC o rit^ho do, the 

conditi'blnl'-is not a permanent one. Furthermore, almost half — 49 per- !' 
cent in 1976 — of entering freshmen ai^ in public 2-year colleges, with 
average tuition and fees thig year of $389; aii'd nearly a third— 30 
-percent in 1976 — are in pablic 4-year institutions, where this year's 
tuition and fees average $621. For the 21 percent of freshmen who 
enter private institutions, the costs are significantly higher, wit^ prac- 
tically all of the total cost different attributable to highe^^v tuitions. 





1 ^ •» V ,* 

' Percent of 
all new 
freshmen. 
1976 


Averai(- 
tuitioh* 
and fees, 
1977-7fi 


Average 

other costs, 
1977-78 : 


Average, 

total costs, 
1977-78 


PrlvileZyr 

Public 4 yr.-. 


45/7 
3.0 
30^^- 


J389 
1.812 
621 
2.476 


' 2,285 • 
2.335'- 


$2,550 
4. 015 

2,906. 

:■ ■ >^t8y 


Source: NCES and CSS "Student Expenses, 1977-78". 











Ms. K|[CE. The statistics I hav^ just given you are averages, and like ' 
all averages, they suppress the extremes. So, I also have a sampling of 
actual cases in my testimony, slaowing for each ^tate .represented on 



; thid luboommittee the tuition and fees cl&rged at a community college, 
a^t ii State university, and at a private institution in the same State. 
^ the figured 1^ for the 



Public 2-yr 



Public 4-vr 
univtnny 



Privitf 4-yr coUift 



Amount Colliii 



- 1206 

fc;:::— >?? 

Mirtucliy.......-...i..;,-....-.. 390 

mcHllM..-.- -*-J^-, t 336 

MlRHiOOlL. . 450 

NfwiifMy......^J'.l.. ' 410 

Hfw York. ^A^i ---- 917 

tm. 330 

. Pmi^anli 1,056 

. mitcowln..-:-.-.-. 350 



1645 
478 

712 
222 
750 
550 



SI. 500 
1.900 
3.825 
3,550 
^995 
3,971 
3,055 
3,050 
4,650 
4.450 
4,138 



TttsktiM. 

' irua, 



750 



HawiifUa. 

Unlvirilty of Chlcaio, 
NotroOimt. 
GrinniU. 
Birta. 
Alma. 
StOlsfi. 
Princtton. 
Corntll. 
Oboriln, 

4, 450 UnivirsKy of Ptnnsytvanli. 
3,495 Ripott. ^, 



8oorca: C91 



'ifB. RcoE. The poi^ft^that emerges from thi&se statistics is that the| 
cost of attending colle^ varies noticeably among the States and 
markedly between public and private institutions. The burd^ on 
families who put up those costs varies in the same ways. 

Next I want to tallf; Jbrieflv about trends. The proponents of Federal 
relief for middle-inline coll^ parents es^i^lain the need for prompt 
iifitinn h y . citing stg^lstd that tlie^:QOst of attending 



Ig college 
^ege en-^ 



TaslTS^TaboSO 
%)Uhient rate of ;nai(4<Jle-incoiB^ has gone down in the same 

pNmt|>d^6;u^^ rising costs? and declining enroU- 

mentiifit^^^ ■ ,. 

fanlil^.in- 

.cbntea^Of »tn witli^*l$^ito .24ryear-old depend^fs hiliwi^^^^ 
f asti^)p^th|& (^^^ i^iMts iil the last decade, so.tjiat i)]^ p^ 
ily 'iricptoe.^^]^ to finance higher educa.l40n declining 
rijthet'th^n^ is not to say that the 1967^.^^ 

buVdjbn was.jiist right— thy^i^e is no "just righti'^p^xoportion i^ 
mattiBrs!;^l)ut there do appiar.tobe.far mor^ for the - 

pinch abp\it which f amihes.<^ now complai^ning. - For example, from 
1967 to Peceinber 1977 food on avera^ rose 96 percent^ medical 
care 124''^^nt, household i^^^ces^ (less rent) , j^SI percent ; fuel dit 
cos£s .l8iB percent, and all ite^^^^percent with*college costs up about;' ■ 

.72^.vi^^c^ ^ v'-'^. ■ . ' . • ^ 

lAs f or: tli^-^)le^^ enrollment' hit^ 'decline among the children of - 
middle*inc<^e families, the facts seem to be that the decline from the 
peak ye^'iirf 19^^ 1976 for childi:en from highrincome and low- 
. mcome fcuiinil^ worse than that for middle-income children, and 
,the recovery ^bT; high- and low-income families in recent years has 
been propottipnallyless. 



25i 



o 



ERIC 



[Table foUows:] 





- FMliy incofM (1976 doltoif) \ 




wi 




24.9 2013 

.50.6 4h4 


22.4 
36.3 
47.5 
56.2 
38.8 











SOVfctrCBO. 



IMliy Bice. If ^^ere is a Federal subsi<iy argijment to be made from 
thdse facts, it is stronger for helping tlife poor and the rich than it is 
f or chaimelinff money to middle-incomo parents, which only shows that 
8tati8ti<» can pe offered in support of almost anyjj)rotx^sition. I think 
^ddle^indbme parents do have a problem, but in the attempt to do 
something about their plight, it is not necessary or useful to imply 
more than the statistics show, or to suggest tlmt in our society it is 
toujs^er to be in the middle, than it is to be at the bottom. 
'f i^ Tne last 10 years have seen an enormous increase— 262 percent ac-;. i !;: 
cording tp CBO— in appropriated Federal aid per student, most of it is^^i 
targeted ;bn low- and moderate-income students. This circumste]^;;V:^^^ 
no^ pyj^^ rise to the thought in some quai;:^rs that enough is ^ot^h; -^-^^^^^ 
• t)i€^;;ti]|i^ has cwne to do something abSu^;the '4eft-out"g^ 

^^P^'^^PS folks in the mii3.di(^^^^ bifickbone of Aniiefti^f 3v i 
^" ' ^ ^jA=gBL^j ^^ :^il\^4^ to a ffo r d th tf ^ 



hiiga *ib^^ a first-class educatibjijija^ 

• ?pKe^ so. But the Congi^ Ateu^ that it is not alohe ' 

in' IrbiT^ing about the plight of'thej mJddle-jatfc^ group, and others 
have already moved to help that \ 

^ 'JFor example, earlier I cited the iripiing of State scholarship funds 
ini t^e last 6 years — a half-billioii-dollar increase in grant moneys. 
Al6ng with' that hefty dollar increases, there has been a marked shift 
in tile propoftion of l^tate scholarships going to families with incomes 
above $15,000. 

The shift vSrips from State to State, but in a five-Stafe sampling 
(accounting for i38 percent of the total dollars awarded) , ihe partici- 
pation of middle-income families has more than doubled between 1974 
and 1977. . / J ^ 

[Table follows:]^ ' / 

■"^ ' ' — ~. '• : r ' ^ : '■ 

» ■ Pvrvflnt over $15,000 . 

^/ 1977-78 
> 1973-74 1976-77 (projedea) 

. Cf»fern'« — - 14.6 , 38.5 ; 41.Ss 

U/no^ 17.3 . 42.5 NA 

•Jlchlnn.. -r .J ^ 20.3 49.4 59.1 

SfWiwW - 19.9 37.7 i. NA 

^P^nntylvinU-.-. ..r.... 2.3 23.9 NA 

Sourct: Study in profran at the Washiniton Office of the Collait Board. 
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\ Ms' Bice. Elxcept in frisakifih circufnstanji^ th^oVer $15,0()d^^^;^^^^ 

families ill the State si^olarship programs m €iither yeat could Qualify 
fdir> BEOG. As that Federal program has provided more and more ; 

receive i^j^^eroll^^^a^^ ri|Bfid of some kinl^f help. 

* students aided by institutional funds and by the,Federar'canm 
■programs, SEOG, CWS/and NDSL. M^gjce is in the igiddle of 
8-yei^r study of the impact of the Fedew'i^^cigT^i^ and their int^r-, 
^ action- with State and institutional stu<lli^.^^ 
I am not prepared today to us6 precise figB^l^ 
*that more and more governmental arfo^ in^^ aid is already 
.going to students %0m families. f^!^ii*>' vl^?|i|^ families in the 

. upMr incom^h^df of all Americaij^^^^^ 

Alittle over 2 yekrs ago my 
Scholarship Servi^, put intp efl6i(itf a^^ \^ in the levels 

>; ! of expected family, contributions toward coflegi^ cbsts. The n(^^ 
r ^, cbiu^uencia was that hundreds of thousands of middle- a^^ 

income families,;^ho (because of their incoini^sy wei^ n^ previoui^li^ i ;, 
. ^qualified for aidffcMmd themselyes^e^^ i - . ■■'^''.•■y^. 

As a comproifiise to help secure basic grants, the ubngress'Jai 197^; . / 
brc^ened eli^bility for the campus-based pro-ams;, m^^^^^^^^ 
! mad(&''J4ll§ti^dent^^^ ' 

t.^lipble for^i^^s o 
; > terestwhil^the*borro>w^^ " • . . ^ 

''.■^ Last but hot least, a great many qilddle- in come families have ► 
a w arded, tlieiii H elves the equivaleul^ui a $l , 50t) oi- $1^800 amiual gmnt ^^ 
by choosing public bVet private institutions as places to attend. In ' 
1965 Jftbout>;^34 pBiicent of all undergraduates attended private institu- 
tions; that percentage fell to, 26 in 1970, and to 22 percent last year. 
The resum of all these forces at work is that whU^^ 
■ / of ' college-going costs is significant, it ia overstating the case to assert 
' • *. that actua^^parental contribution? are a crushing load for the middle- 
. income grpup or for any other group /from which \ve expect a family 
, contributipn to the cost of attendance. According to studies performed / 
by Josepli Fiw)mkin, director of the Educational Policy Research 
' Center tor Higher Education,* tl^e 1976 burden ranged between 10 and 
.' 12 percent of aftertax income f of all families abqve $7^500. ' 
[Table follows:] y- 

. . ' ' ' 

Family coniHhuiiona a8 d percent of aftertax income, 1976 



f' Contribution 
Income • rate 

i T,500 to 112,000.- - — - — 1^-1 

$12,001 to 115.000 J 11. 0 

$15,001 to 120,000—— — —'i— 12.4' 

$20,001 to $25,000.-1 ^ -14 -I- 12.2 

$25,001. and over-.— 1..-. i- : — 10.4 



Ms, Rice. 'From all the information available to me, I simply am un- 

• able to generalize about the plight of middle-income families with 
children in college. Some are facing very di/ficult^ problems. Some are 

• not: Some of those with pToblems have them Ibecause" their children 
elected high-cost private institutions instead of lower-cost public ones. 
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Some of th6se without financing problems are in that position because 
their children are in a nearby community college instead of the Statei * 
uniyi^ity spme hundred miles away. I doubt very mtjQh. Jfrhether it is^ !. 
the ytile of the Federal Government— or Within its ability^WequpiJizja ' 

thejnoney-xonseqpem!ea^ .4LU-thassA.^ 

•fejrent families.,'. ■ • ' /'.'^y '■[ ■■^ ^ 

But there is evidently, aboiut or at $h2 billibitt in additioiial P,ed- ■ 
eral Afd^at the' adrhinistratidh and the Congress are Wil}ing;tb p'ut " 
. into postsecoridary financial assistance, «^hei: f or students oif . tljieir .' 

parents, or both, in the 1979:^6 school yeat, over and abovi^^^the irici^eas6. 
. that wiU resnlt froth funding maxi : ^ 

. of $1,6001 This is i-^ilconi^ > . 

If ' the question of how to distribute that extra $1.2 billion is an operi 1 
.. one, then 1 suggest that it would be realistic and useful to target the 
' money'on people with actual unusual college cost burdens, poor peoj^le 
before less poor people, middle-income people with children in high- * " 
co^t institutions before those with children in low-cost colleges, people 
with two children in college^before people with only one, and so ph. 
> What I would not do is take the $1.2 billion ^d scatter it brocid- 
fiide in uniform small amounts. , ' m ' 

That said, I turn now to a* discussion of H.R. 10854 and a compari- 
son of that proposal with the tuition tax credit concept. 
The most notable feature of H.R. 10854 is that it repeals the exisf- 
. ing- provision of law that cancels all BEOG awards under $200 and V 
replaces it with a provision that any award less than $250 jvill be 
boosted to $250, with all families between $16,000.and $25,000 to: re- 
ceive the same $250 award. • 

Th4Mmftfiriftn-4jffiiv^ ; >eeuiyi^ hoAv d oe s^bfa(r$250-flatHtmsic^^^ differ 
from a $250 tuition tax credit so far as the $16,000 to $25,000 faimily is 
concerned? 

One diflEerence is that the grant is available at the start of the school 
year, and it is real j it is not put off until the following spring, as is a 
tax credit; and it is not lost sight of in the pluses and minuses leitd- 
ingto jjhe calculation of one's final income tax liability, v ? 
, A 5^ond diflEerence is feliat the basic grant is counted directly against 
the ^ost of attendance,' reducing it dollar for dollar, whereas ^ome of 
p any tax credit would be siphoned off in standard needs ai^aly^is pro- 
\ cedutes, so that with the $24,000 family, for example, *a $250 tax credit 
would mean $175 of effective relief, not $250 wortli.'The only families 
, V that would not experience this devaluation of a tax credit would be 
those who by CSS or similar standai-ds were judged not to need any 
grant aid at all. 

Another diflferencQ is that basic grants will presumably continue to 
be channeled through the institutions the students are attending, 
whereas tax credits would be "administered" by families^ This in tuni 
islikelj^toleadtotwomorediflFerences: ;^ 

Institutions can easily guard 100 percent against making grants to 
phantom students, whereas the IRS cannot readily detect fraudulent 
tuition t^x credits, nor ever hope to catch all of them. 

Maity students in the $16,000 to $25,000 range are now borrowing 
from institutional funds and holding campus jol^. Making them 
eligible for a $250 basic grant will reduce their need to borrow and 
work. Even if the reduction is only modest, some loan funds and jobs 
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All (>f th(^tax crtdit proposals I have seeni, have bew tied to tuition 
veost net tuition cost^fter BUbtajaetinff GI bill 

>b^flfltB aiid of grimt aid,%cludih^ 8tate>8^ . 

■ wiiereaa H^R. 10854 has ho compantble^^ndW you seie il^now'^^^^ 
J^bkuse; Sb^ diflerence ior the $16^090 to $26,000 feihily be- 

tween Sh H.R- 1(^5* OTant and a tax credit of $250 is that the family 
would Ibe rare to «t to^^^ 

Still another difference between H,K, 1(^64 and proposals for a re- ; 
fundable tax credit pf $250''i8 the distribution of Ifenefits i« -irtudents 
at different types, of institutions. Proponents of tax credits olfi^.that 
they fWish to pre^^Land enhance the diversity of postsecbndpry «dur 
cation by aiding iPRSnta in independent colleges and universiidhs, bU^ 
preliminary estimates of the Coll^ Board's Washington offi^show : 
"that the pnvate sectoi* would receive a substantially larger proportion 
of ^he gntntaTunder H,R. 10864 than under a tax credit scheme if it 
were enaitedr this year, v . • 
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Ids. Rice.; These ^differences that I have listed are all real differencses 
that should enter into the congressional decision abbut what saecha* 
nism to use in delivering^more aid to the $16,000 to $26^000 grcmp. 

There are also real^di^erences generally between a grant ajrsteni ' 
and a tax credit system; I will leave to others a discus^on of tht^ tax 
policy issues presented by tuition tax credits, and of the contrast be- 
tween' a system administered by Office of Education and college 
bui^ucrats,.and on6 administered b;y taxpayer^ and IRS bureaucrats. / 
Thoi^e kinds of aiiestiohs involve philosophies and ideologies on which • 
reasonable people will differ, and their differences will remain lio ifiat- : 
ter how thfe current cohtroversjr turns out. ^ 0 

But what I do want to mention are several points of difference that 
concern me as one who has spent nearly 20 years worrying about 
higher edupatipn:*fo of the Federal Govern- | 

/ti^ientin their resolution. ' '■■,.V,-.''-- ,'■*■•*-'- ■'\'>r^ .**^. -J 
' It iseems to,me t^^ 
arate : 3Tie^^0 

finandrig :pBm^ do* 
nqt make thw c^ sepjiration ot sepai^t^i thiiijg^ A^^ 
Packwood-Mo^^ljian bill, they ij^se difficult and pa^ipnate priinary 
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and secondary school questions which ought to be dealt with fodJi-. 
rightly and on their own meritdj noVas piggyback adjuncts to a plan 
to eadecbUe^ tuition burdens. / V 

The existing package of Federal -post^econdary student assistance 
programs, while it has some prbbleins to yrhich I have already ad- 
verted, is nevertheless well designed and 'place. If mote money is 
avaUableior postsecondary student aid, it sKould be added to the exist; 
ing mechanisms. Adding yet another mechanism — tax credits— ^rikes 
me as unquestionably unnecessary. • , 

Thel kindergarten through high school situation is different. There 
is no present Federal role in' aiding students and their families di- 
rectly, and so there are no Aiechanisms in place to deliver such aid. If 
Congress decides to help families that educate their children outside 
the public school systems 6f the country, then Ulx credits would be one 
of the delivery svstems it surely can consider. Pasisage of H.E. 10854. 
or any other bill to put more Federal mohey into the current post- 
secondary aid mechanisms will not preclude passing a tax credit for 
elementary an<^secondary tuition charges, it that is what Congress 
wantatodo. ^. 

Another aspect of the tax credits that troubles tok so far as higher 
education is corrcemed is their perceived impact i«i tuition differentials 
between public and private institutions. A curious facet is that some 
learned scholars insist that tax credits will favor public institutions, 
while other equally learned scholars insi^ that private institutions will 
be more advantage. I do not know which version* is the correct one. 
But I do surest that the Federal Government should not blunder into 
the tuition differential controversy by inadvertence— and yet, that is 
exactly what I fear would be the consequence of enacting higher edu- 
cation tuition tax credits. The same would not be the case for H.R. 
10854. 

There is one contrast often drawn between tax credits and a higher 
basic grant ceiling that I find more amusing than serious. Tax credit 
proponents are fond of pointing out the complexity of the BEOG 
application form and comparing it with the alleged simplicity of the 
paperwork involved in claimiiig a tax credit. Anyone who has filed a 
form 1040 and its accompanyfeg schedules knows that nothing the 
IBS gets its hands on is simple ^cause the tax laws are complicated, 
and tax credits are complicated; and therefore, the instructions and 
the forms have got to be complicated. I fail to see the advantage of 
making the 1040 even more complicated for 90 million taxpayers so 
that the 3 or 4 million can get a tuition tax credit, when those same 
3 or 4 million can be asked to cope with the BEOG application and 
so not impose complexities on the 85 million or so who would not 
benefit from tuition tax credits. 

For all these reasons, if the choice lies between H.R. 10854 and a 
tuition tax credit, it seems to me the former is much the better course. 
There are some aspects of the bill that ought to be clarified, particu- 
larly the proposed changes for basic grants. 

What is the minimum grant for independent and part-time stu- 
dents? For full-time dependent students, it is $250, but the bill is 
silent on the minimum for most indepetident students and all part- 
time students. 
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Whftt happens to giunU at lesa thtn fuU fundinj[ of the pit^^ 
hii fiscal year lSrr9 budget submission^ the President re<fuestcd full 
funding of "$1800 grants for currently eligible students. H.R. 10854 ^ 
adds nearly 8 mitlioif new students to. the basic grants program^ * 
mostly from faniities with incomes abot^ $16,000, and guarantees 
Aem at least $25Q. Hence, if appApriations fall short of full funding, 
any reduction in awards would necessarily hit low- and moderate-in- 
oome 4udents while leaving the above $16,000 group untouched. No 
gesture 0f sympathy for middle-income students should break the 
promise already made to students below $16,000. 

This leads me, therefore, to the belief that either BEOG s should be 
made m trae entitlement for all current and newly Higible stud^ts, 
or else the $250 guarantee must be abandoned. Short of an entitlei^int, 
the "core program^^ should be fully funded before mpneys arji made 
available to sujf^rt the new flat grants. This could & accomplished 
either by placmg still another trigger or funding threshold in the 
program, or by^aving two separate ig^thorizatiems. Both of these 
alternatives, howler— as well as the one suggested by the Comfllis- ' 
doner this monling — deny the a^rantee in the current bill. 

But let's hope and assume foTa moment that the program is fully 
fulled. Eligible students above $W,000 all receive ^0 regardless 
ofiamily ability to pay, and re^rtless of costs of attendance. For 
these students, tnen, the comhmation of ffrant |i\d parental contribu- 
tion could well exceed the $flwX) BEO(jhiaximum, while for lower- 
income students the grant cannot^exceed the le?v^cr of $1,800, or half 
the cost of altendance. If $250 is guaranteed to high-income students 
AXegardless of costs, then should it not be guaranteed to all students, 
and on the same terms? 1 suggest that a t^uaent eligibile for the maxi- 
mam $1,800 grant who attends a $2,000 institution sh^ihl have $250 
protected againii the half-cost rule; instead of a''$l,000 REOG, he 
or she would therefore receive $1,250, a small concession, in m>y viaw, 
toward reducing thef)ersisteht inequity of the half-cost provision in 
the program. » , ■ tt « 

By now it should be clear thati indeed favor the approach in H.R. 
10854 over Ux cre<lits, but I artf troubled bjBiaspects of the revised 
BEOG frogram, particularly at leas than full funding— troubled^, 
too, that $16,0«0 to $25,000 families arc treated similarly, though they 
are dissimilar, and parental contribution plays no role in determining 
the amount of a grant, for some fiiople, at least. (And one tan predict 
that over time there will be a strong temptation to raise the income 
.ceiling for eligibility and the flat grant amounts, <# both.) 

If this subcommittee is committed to aiding, t^e middle class, 
that can be»t achieved by varying the grant amounts according to 
nefd and concentrating meaningflil sums of money on a smaller gop"- 
lation, rather than piddling sums on a huge iwpulation. Using Sena- 
tor Pells approach or the uniform methodology for 1979-80 would 
phase the grant amounts down to Uie minimum at about a $21,000 to 
$22,000 inoon« level where tliere reftlly is some demonstrated nee<l. 

A caution. All of us who have nlayed with BEOG mfKlels and cost 
estiijiatefl for this program would have toadmltlhat these are, in fact, 
estimates, and no specific tax rate or system assures a definite out- 
come—whether it is a 10-perccnt rate, a 12- or 14-i>en:ent rate, or a 20 to 
30 rate. I therefore urge tht\ you give the Commissioner the neces- 

• 262 



367 

^ . ■ ^ 

^ mrj flezibiiUtT to fill in the technicAl details for a contribution sched- 
ule^cakul^ted to bring about the congr^osallj desifed outcotnesL 
This has worked well in the )>ast, as the Congress, represented by 
.this subconmiittee, has had an oppolrtuidty annually to see that the 
tecHnical d4aiU support rather than defeat the statutory goals. 
« T^o final conunents on H.R. 10854. In lieu of substantive revisions 
in the loan programs, I applaud th^ efforts of this subcommittee for 
making the GSL interest subsidies arailable for higher income fam- 
iliflB who wish to spread the costs of education over tmie. The^ newly 
eligible and wealtnier families, however, could be so attractive to 
banks that less well off potential borrowers may be crowded out — an ^ 
issue that dhould be reviewed wifh great care next year whe% you 
reconsider tne higher education legislation. 

I alsoVish to eommend the sponsors of the bill and the administra- 
tis for proposing increased authorizations for the SEOG program 
^r fiscal year 1990. Bv then the Congress^ould have an opportunity 
to review and n^vise this valuable program and along with the SSIu 
program use it to foster institutional choice among stu/lents and to 
' enhance the diversity of our post-secondary systeni. 

'Mr. ChairmfUi, I would be delighted to answer any questipns that 
you might harve. ♦ 

Mr. Ford. Thank you very much. ^ 
# While you were testifying, I waf handed a memorandum that I am 
sure you would be interested in. The Senate Finance Com^nittee this 
mommg attacheci to an innocuous little bill a $5 billion ,tax credit 
package, which is more generous than pcrhapiiHhe one that we have 
Deen engaged in. It now appears the committee has esqajated its ante 
because rather than argue Koth versus Moynihan-rackwopd^ they have 
adopted both and say that for the first year you wil) have theiRoth 
^50 tax credit, and thereafter you will have the PackiA>od*'Moynihan 
$500 tax credit. They estimate it is only going to coet ^.2 or $6.8 
billion by 1983, 

Olrviously, the President will not need a new Oflke of Education be* 
cause the IK8 will be running all the education programs. [Laughter.] 

They tell me this was reported out of ^ommittee 14 to 1, and 1. One 
of them^tayed with this* £^t it is obvious there is a race on in the 
other body to see who j^s to the floor first, now^ Mr. Pell's bill, or 
M^Longsbill. m 

JM. Recit. If it 'ifl any consolation, Mr. Chairman, that "other 
body'' hA liad a lon]^ history of passing tuition tax credits. 

Mr. E^oRu. Well, it is going to l>e an interesting period ftround here, I 
am sure of that, , 

#1 appreciate very- much the frankness of ymr critiquc^of this legis- 
lation. I am sure you know that many of us share in your concerns. 
Certainli^, your «x[)erienre around the Congress makes, it po«ible 
for you to understand the political imperatives ihfU^'we find ourselves 
involvM in. 

I^fuppose almost anything that the Confess does can \>e character- 
^ ized by someone as an rx[)edient reactiofrto current piitilic feeling.* 
Howev^>^*there is another asj>ect to this -whole question of getting sup- 
Dori for middlc-inc/inu* stuclcntK. which in important not only at tne 
I nigheji^lucat^n level, l)Ut at the elem^tary and secondary level. A 
Tliat js the pr*leni of public supjwrt for public support. How long 
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can a Momlior of Conpross who persists in asking for morc and more 
expenditiires in*" education at the Federal level survf^e as a Member 
when the public decides that §ince the program does not apply to 
them, they are not going to support it or the people who support it? 

What has really happened is that for so long we have had students 
go to (|)e State institutions from a working-class family where two 
or more members of the family might be employed, return home and 
tell the family, "I am sorry, they told me that there is no room at tne 
inn l)ecause we are too rich.'' That spreads throiicrhout the community, 
and forevermore that is the reason that person did not siicceed because 
his or her Government said, "I'm sorry, you just do not qualify for any 
assistance at all." 

It would l>e our hope that b^' broadening the constituency, we would 
broaden the base of siipport in general for the program. It is my own 
conviction that our chance to siistain the initiative we have taken for 
lowMnconie students in l)oth elementary and secondary and in higber 
education is verA' gravely affected by how well we cftptiire that part of 
the population that regards these programs as bypasvsing them and 
of no value to them. • 

It is ver>' hard to convince an awful lot of .Vmericans that they have 
in investment in education and the maintenance of our educational 
institutions if the\' do not in fact have a member of their family 
attending .s^'hool. It is kind of .surprising that they can tmderstand the 
need for the fire department and Defen.so Department in.stinctively, 
byt would not actually contemplate our edticational processes once 
their family has l)een educated. We rtm into tjiat all the time. That is 
the root of the unrest 'licre in the Congress and the action of the Con- 
gress. While it is triie that the Senate has pa.ssed tax credit bills over 
the years, the climate i- entirely different now. I think Mr. Mottl gave 
an examf)le of exactiv what we are confronting. 

M.S. Rkt. T hope I did not imply, sir. that I. do not have sympathy 
for the mitldle class and. for programs to aid them. I was simply 
trj'ing to put the panic, sweeping the coiintry and the Congress, into 
jK^rspective. There are in, fact, as I have pointed out .segments of the 
middle riass fncing real hardship?, pnrticularlv those sending'children 
fnhigh-eost institutions and those with more than one child in college. 
The remedies should lie appropriate for the very distinct needs |hat we 
can identify in trie middle class. * • / 

'Xtr. Foiii). Well. I tliink it is only fair to note that while this is 
called the Middle Ir]fome Stiident .Vsvsistance Act, the.real <lollars in 
fart are s{ill being hirgete<l in largU)art to the population already 
being sorvfit by the programs. It waRnade very clear to us Hi work- 
ing with the administration that they would not consider a program 
that in any way threatened tlie present level of .support; and that they 
fact hop<yl that thi*l would be a vehicle for enhancing the pres- 
ent i)rogram. We still have a f)ersistent feeling, for example, that 
Sl.C^M'). the highest BKOG irrant. -hoiild never go. The Senate com- 
mittee did change the Pell hill to $1,800. That is a considerable change 
of where we were 2„we<'ks ago. 

Hnt anyway, if yon hK)k at all of the ernphs. you determine a sub- 
stantial f)art of the resniirees involved in this additional $1.2 billion — 
or greater in the ease of the Pel I bill— oxrx'uditure ends up right in the 
program for low income students with their l>enefits increased. 
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You point out one possible problem in having middle-income stu- 
dents crowd^oulb the lower-income students jat the bank. We talked 
about that^ and frankly, I am not very muc^concemed about it at this 
point because I am not convinced that tht^ Jbwer-income students are 
^ttingjloans at the banks to begin with. evidence we have is that 
tM guaranteed student loan program is n^ being utilized by people 
except at the very top limits oi eligibility.' 

Ms. Rice. That program was originally designed for middle-income 
families as a method of providing "loans of convenience" to middle- 
income students. The need to borrow, among middle- and moderate- 
income students, as well as low-income students, particularly those at 
high-cost institutions — has not been met by the NSDL program, so 
many students for whom the guaranteed loan program was nol origi- 
nally intended have tried to borrow through t&e program and many 
succeeded. I would agree GSL has been and probably should continue 
to be a middle-income or upper-income program. Hence, we need other 
loan mechanisms for low- and mofjerate-income students. 

The NDSL program is in danger. Each recent President-^until this 
one— has tried to phase out that program, at least in his budget sub- 
missions. As we exteixd Abe guaranteed loan program to still higher 
income levels,' there may weir be a need to consider either improving 
and increasing the NDSL program— as the Commissioner suggested — 
or developing some other, forms of loans of last r^rt that can aid low- 
and moderate-income stui^ents who may not bcLsep^ed by GSL. 

Mr. Ford. Well, as yoU obsei-ved, tlic administration did not com- 
plain when Congress refused to go hlong with them on the direct 
student loan recommendation last year, and quietly and willinglv put 
the money back into the budget fop this j^r. But we still do hot know 
♦ much more than we did last year about what happens if you pull the 
plug on that program. We have attempted, during the past year, to get 
better information than we generally have with respect to that pro- 
gram. 'What we have discovered is that the distribution is so complex 
that there is a pattern — 7-, 

Ms. Rice. I hope^^ur office will be able to help you with that in ^ 
proposed study of t^fe NDSL program. 

Mr. Ford. Mr. Quie? ♦ 

Mr. Quie. Lois, I appreciate your te^stimony. You have been one, 
through the years, who has \)eon able to look at higher education pro- 
grams and bring concepts into balance to this committee. It has been 
helpful to the committee. I ain glad, from your testimony, that you 
have not deviated at all from that. 

You have also been one that does not get carried away by the expres^ 
sions of middle income that we politicians, as yoti put at, havelbeen 
reacting to^ but constantly bear in mind that the low-income i^ivid- 
uals are the main purpose for this legislation. As I have always said, 
bring them up to where the middle-income i)crson is, and tKey can all 
start at the starting gate. You point out veiy effcJctively that^we are 
giving some advantages here to the middle income in this legislation 
that js not made available to tho lowor-inconie group. For instance, as 
you point out, if the lower-income student is going to l)e controlled by 
the one-half coBt^ would it not be fair to put the $250 on top of that to 
get them in the same position as the others. 

EKLC 



As the Senate has doney|iand as I propose we do, that yoa have a 
leducticm according to ability to pay^ and just use a ditfe^en^tax rate 
—this is proposed hy the administration — and then not have any lump 
sum 9f moaety available for everyone* Would that not be a more fair 
way of handlmg that legislation ? 

Ms. Rice. It clear &om my testimony t^at I would prefer gradu- 
ated grants, based on need to A nat grant fo^i^Uv^de population. I rai^d 
a caution, however, and one about which I feel quite strongly. It may 
be hazardous for the Congress to write into law a definite tax rate, 
whether it's Mr. Pell's i4 percent — which has now been revised to 
something^like 10 percent— or^'our 14 percent; or the 20-^0 that we 
now have in use^ largely because all of the models and all of the esti- 
mate we have are just that — estimates. Admittedly, we have improved 
tJ;M3<k^ 6ut they are not hard facts. They don't reflect shifts 

ih'eni^ollment. They don't consider "induced" enrollments — an aim of 
the BEOG program. AH of our models use particiipation rates for 
people lyho are already in college. 

I am concerned about writing in a specific tax rate hoping that it will 
have certain budgetary implications and finding that we could go wfell 
^ond, or well telow our exDectations. You have a mechaHism already 
where the contribution scheaule, or schedule of payment, is presented 
annual! V to theXongress ioj^ review, and that is when you can deter- 
mine whether the Commissioner is carrying out your intent. 

So, I agree, the grants should be graduated but not certain that 
we can or should be specific in the law about a tax rate. 

Mr. QtTiE. I can see merit to what you say. In fact, when I. first saw 
the 20 and 30 percent I ^vondered, "Where did that come from," I did ^ 
not rem'ember the 20 to 30 petcent. ; * 

How do you feel about the independent students? Do you think to 
the extent we have been addressing them; tifiat we ought to break down 
a little more and have a look at the independent stuuont with depend 
entsi What bothers me is that we are moving more and more to p6opl<y 
declaring themselves independent, whether they may or may not be. ^ 
They tend to be different than the people who in the traditional sense 
were truly independent, especially noy, as people are going back to 
college after having a period of married life, for instance. ^ 

Ms. Rice. Well, 1' gather there has been a consistent problem with 
the independeiit student, and remedies are now suggested to take^care 
of those students. I a^l also troubled that more and more students— 
at least in some parts of the country — appear to be declaring them- 
selves "independent" 'the improvements or changes in the bill may 
induce more people to declare mdependence, but the level of the offset 
is not yet so high that we anticipate an enormous problem. We'll have 
to see. . 

■ While I was readih*g Margaret Gordon's testimony presented yes- 
terday, at first I said, she is really quarreling with the Commissioner 
and not the Congress on independent students. Then I went back and 
reread H.R. 10854 arid saw the changes in the bill. Like tax rates— I 
am concerned about.writing into legislation such a specific treatment 
of contribution schedule for indep^dent students. We need some 
latitude in*this program to meet the demands of the budget, and the 
CojnmiflBicmer neAtk sonle tatitqde. For e^ampie, if a number of people 
are suddenly declaring themselves independent^ he should have the 
opportunity to shift the offset for independent students, 

■•'''}.' , • ' 
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Mr. FoRi>. The difference is, if we do not ^ite the change for the 
independent student in this legislation, and we do convince the ad- 
ministration what should be done, it will not happen for 2 years. 
, Ms. Rice. I can see your reason for doing it. I really have no great 
quarrel with that part of the legislation. 

Mr. Ford. I am told that because of "Operation Commonsense" it 
takes ^ long to write something in simple terms that there is now a 
2-year time laff. J]Laughter J , 

iMtr. QutfeL ft IS hara to fin 
. Let me*ask you, Lois^ about* the. repayment of loans. Do you think 
we. are moviifg to the place where we opght to address ourselves to 
some of the ideas that were proposed some time in the past, for people;^ 
say, wno repay a percentage or i?ifeome, something of that natUre,%or 
payment pfjoansf • , • ' • ' • 

Ms. There is a great deal of cotitrpversy, as you well know, 
about incoine-contingent loans and variations of them. Margaret 
Gordon of Qtmegie piade a very clear aistmcti(3k between the old 
Zacharias Loan Bank and the Carnegie jproppstl fm*^^atioi^ Stu- 
dent Loan Blmk^Likef the Zacharias progrito, tHe^CTOie^e'propos^it 
would have alonger period of repayment and lAgher.loa^^ limits. Buv 
Some studijfits woula be payii% f^r less than then* borrowed, and 
some studtots a great deal more— a feature of tl^e 0m Zacharias plan. 

Oiie of the problems we have yrith Ihe guaranteed loan progfapa at ' 
Jbhe moment is that many students, particutei^Jy some of the low- imd 
moderate-income students ^ho borrowed voider that program, hate 
not been able to gain employment or ^ood waged. If they had a longer 
repayment period, we might get a Jbetter return on thqse loans. * 

The two loan programs, GSL and^NBjjSL, need such considered 
thought an,d chance that I hope they will be at the top of the legislative 
agenda next yefiafWfe have patched atid pu^ ^andlA^ids on tnem -for 
an awfully long time. We need new mechanisms, perhaps a modified 
loan bank a la Carnegie^ or, a la* Quie — I know you introduced legida- 
* tion in the past for a Ipaji bank modeled too much in my view on the 
GSL program that no\v: i^istSy with much the, Ame repayment terms 
and much the same l6an limitfr— all these id^as and tioreihould go into 
the hoppep. * /vw ^ 
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at some individuals who 
yirig their loan but por- 
e tmtt we sl^^uld permit 
to society and thereifore 
to pay back the whole 
come out of the general 
than to get somebody 
In to go into A higher incomer:: 
' the Senate proposal bcsk ^ 
subsidized loan, I tHi 
f^^thultwe had bettbV figure pulj 
be billions of dollars. 
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Ma Rice. This may seem stoahge comm 
advocated including all fairafes rtmonfft^ 
sidie^-^-at least gmce the ceiling for in^^ 
creased to $25,000— an effective incom 
eliminating such a small portion of ^ 
interest subsidies— about 10 or 15 
include them. The danger of cro^ 
curred in 1976. If you are going tfi 
tor Javits, why leave out 1 or 2 
recognize all the hazards mentioi 

IMS. QxJiE^ Well, maybe it will 
. we can repay, if we include all < 

How about dealing with SS 
proposes, to change it to 75 ? 

Ms. KiCE. You had a very ^ 
mittee last week by Haskell R 
create a kind of two-tiered fund 
tives to States with sizable^gti 
State appropriations for thei 
hear from the Commissioner 
to abdut 27 cents on the dolla , 
ated. Still careful considerafcicg^* 

Rhett. I see great economi " 

out that way. 

The SSIG program an 
.as I pointed out, done a 
enhance, by design in 
providing aid to students 
private sector. 

Ian^W»fthdSSIG 

grams. I ^ concemjp4v'^ 
progjpams on very ittucli the 
the lirograms do'not complement.e 
decided without any regard for " 
■vice versa. 
' ' TJ^ese concerns led our 
'tion to undertltke a S-yea" 
student aid progi-ams. ^ 
thorizftition legislg,tio 
suggest waysthitS' 



•4 

rmn^ne, but I have long 
eligible for ii^terest sub- 
ibsidies in GSL was in- 
►iljhJy"$31,000.»We were ^ 
' tori from eligibility for 
._.iat we might as well 
low-income students . oc- 
/I tend to agrefe vjrith Sena- 
int -tyf the popiuation? Still, I 
^iier today. ; . 

fs address ourselves to the way 




you agree with, what this bill 

,S 'is 

If^gefition presented to the subcom- 
from l^ew Jersey, which was to 
that program, to provide incen- 
spholarship program^ to increase 
rams, J was a little Jpit surprised to 
lomii^ that the matching is down 
ter than the 50-50 tliat we anticip- 
Siildi)e given ^^J^proposal of Mr. 
lar-f or-dollat^MKiing, if it comes 



tholftfship^ 
a^fof middlj^ 
ices, tho' j 



:ograms generally have, 
"iss students. They also 
jrsity of education by 
►ns, thus supporting the 

of Stajte .scholarship pro- 
s sometimes target their 
as the Federal programs, 
and Federal policy gets 
bing.on m the States, and 

^pport from the Ford Founda- 
te interaction of Fedferal and State 
^jy^ findings by the time the reau- 
year, and Sv» shall be able to 
Meral programs can be better integrated. 
IG ought to be kept going? 
it would be hard to mandate State schol- 
will play a more riiel!ningful role as a 
means oi muiu^ «uu«^- when the funds are portable-able to move 
with stiidents'from one State to another. And I say this recognizmg all 
'the problems in trying to encourage Statesto change their policies, 
^fift QuiE. You^'have observed public institutions and btate legisla- 
tuT«g. What d(rf»)|lthink is going to happen to tuition m public insti- 
tutions with tnf^ild of expansion ? Ut mc make the assumption that 
somcjthing ve^Bpfcir to this plus tax credits is P>ing to be passed 
• ife. Rice I dTCt really want to gaze into a crystal but we 
■ thofe that there mi^ht have been distinct and discernible increases 
^ Strife tuitions atpfesiilt of BEOG's; We have seen very little evi- 



J 



Mr. QuiE, Dp y oil 
Ms. Rice. Yes, I 
arship 'programs a 
means of aiding sti 
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dence of tliat in our Fedoral-State study. Interestingly enough, we 
have seen more dramatic increases in tuition among some very low- 
cost private institutions that serve low-income students. In sonie areas, 
these institutions have tended much more than the public institutions, 
to try to raise their tuitions substantially, to avoid the half -cost limi- 
tations in BEOG's and to capture BEOG dollars for their low-income 
populations. I believe other concerns motivate Stat^ to raise or keep 
tuitions constant. Some Stkes feel a real responsibimy to their citizens 
to keep tuition low. OthersVhen they have financial disasters, such as 
in New York feel impelled \ bring about amazing increases in price. 
Certainly that was true in l\w York State when it imposed tuition 
at CUifY. \P ^ 

Over time Federal largesse, or increased' Federal resources to fami- 
lies and students couJd prpmp): increases in tuition, but at the moment, 
we don*t have evidence that they are responsible for changes in tuition 
levels. . 

Mr. Ford. When we look back to the late 1960's, we had a growmg 
. student population and a surplus of students for the first choice insti- 

tuitions, so they could l)e pretty choosy about whom they took. Now, in 

my State, they arf> actively going around to high schools recruiting. 

That. is a phenomenon that I remember from before the war. But now,.. 

for the fii-st time since World War II, we find our institutions actually 

going out to try to sell the kids their school. They had been sitting 

there with an unlimited supply coming to their doors before. ^ 
Is is not likely tlmt the competition now is the biggest restraint on- 

tuition increase? . *: 

Ms. Rice. Possibly, and "dips" in enrollment and recruitment of 

students are going to get worse before they get better, if we just look 

at the demogi-aphic inf oi*mation we have. 

Mr. QuxE. My last question, Lois. There is $1.2 billion increase for 

student aid. What would be the best way to use that money ? 
Ms. Rice. Well, I would ti7 to focus a Iqt of that amount on the 

middle class, at least those with real hardshiil but the question is how? 

I would certainly not put it into tax credits nor would I try to put, 

money into both. ^. . 

Mr. QxriE. Well, that lets out two of them, nc^. 

[Laughter.] ' . , x x- i 

;\[s. Rice. Well, you have a third proposal. I would put a substantial 
a^iount pf that l)illioh, or more, I think, into the BEOG's program by 
raifsing still further the ceiling for the maximum grant In that way 
you provide more assistance to the poorest of students while bringing 
in middle-income students. I'd have g^'aduated grants, not a flat $250 
grant. That is a piddling sum. whether under a tax credit arrangement 
where I have shown that it can even end up beipg less than $250 for a 
lot of people. Scattering a snuill amount of money over a broad popu- 
lation does not niake a great deal of dilflPerence, particularly if one has 
a child in hig'li-cost institution. I would rather see certain segments in 
the "real middle clnss''— which T tend to define as the ."middle," or 
vvi'W the middle, of those p(>ople who have children in college— $15,000— 
?;20.000~-g(^t a more siziihle grant, a $'300, or $500, or $600. depend- 
ing on the ability to pay. I'd like- to sec po;or children g6t more too-^ 
again by raising Uie grant ceiling. 
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. I -^oUld not change the basic ingredients of this package or the basic 
grants to nonmstitutional costs— the access costs and other profframs 
toinstructional costs. 

JVfr. QiiiE. What about the other programs? Do you agree that the 
. college work study program is the place to put the increase, rather than 
the other two griant programs ? 

Ms. Rice. Over tmie I'd like toisee the subcommittee look at the 
bfeic grants programs as the access progiram, and the supplementary 
education opportunity and the SSIG programs as real choice pro- 
« grams. If I were to draw an ideal plan, I think I would use basic 
grants as the f oiyidation, as I think it was iritended, put in a nice hefty 
self-help gap between the basic grant and an SEOG or an SSIG (con- 
sis^g of loans and work) so, that the SSIG and SEOG programs in 
particular would be focused on students in fairly expensive institu- 
^ • uistitutions will need some SEOG money to have 

flexibility in providing grants to sup^ement BEOG'&^necessarily an 
inflexible program. These are people who get cut out of that pro-am 
or somehow the computer cuts out. . 
... So, alHnstitutions, public and private, certainly need some erant 
moneys from the Federal Government to provide them the flexibility 
Of making up a package for students. 

But over time we should consider focusing SEO& money on insti- 
tutions which are cost^y, and making, as I said earlier, that program 
the real choice part of the Federal package. \ 

While I am very intrigued by the worl? study program, I left it out 
of my t^timony because the members of this subcommittee have lone 
known that I "don't really consider it a student aid program., It is a 
work opportunity program. Many students work to help support 
themselves m colleger-in fact, most do. I would like to see more stu- 
dents work, not ]ust poor and needy students. I also am concerned as 
to whether co leges will be able to utili:5e all the new moneys, but I am 
assured by others and the Office of Education that colleges can use it 

1 think It IS sound to encourage students from upper-income fam- 
ilies (for example, the children of your colleague, who testified earlier 
this morning) to work and borrow. I Ido not want to see work and 
loans only concentrated on the poor. If we believe in the work ethic 
then It IS good for everybody. ^ • ^ 

I am glad that you propo^' extending the program. I am not sure ' 
that It needs to be heavily needs tested as time pfees on and mote 
moneys becohie available. 

Mr. QtjiE. Thank you very much. ' ■ 

Mr. Ford. Thank you very much. The committee will . adjourn now. 
This IS the conclusion <Jf the hearings on H.R. 10854, and "ife are sched- 
uled to meet on Tuesday to mark up the bill, which I assume will be a 
public debacle and you may want to join us. . ' 

[Whereupon, at ■ 1 :10 p.m. the subcommittee adfoumed, to recon- 
.yene subject to the call of the Chair.] 
..[Additional material submitted for inclusion in the record, follows:] 
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March-14. 1978 





■ Honorable Carl Perkins 
Chatrman . o . - ■ 
House ComiTilttee on Education and Labor 

2iSl Rayburn House Of fige Building * ' 

•* Washington, D.C. 20515 

i ' * 

• Atte n tio n: Ms.*Pat Rlssler "W 

■ . Nv.. ; ^- ■ : 

Dear Chairman parkins: V . ' 

■ ■ ■' . . . ■ ' '"V .<. V - ^' ' ' ■ . • 
A '■ The U.S.^Leajg^e of Savings, Associations^-* appreciates this 

opporflmlty to comment on R; " 10854, tJhe M 
Act of 1978. Our statement Is dlfected*prlmarlly to Sect!Sli|^whk^ 
ft TltU IV of the Higgler Education Act qf 1^65, to'p^ylde changi|4n the ^ . . 
%^ ■ Guaranteed Student Loan Program. By way of background, the League 
Jias been (tJvolved in the development and Implementation of the GSLP since 
. Its'erciatlon In 1965 and savings and loan associations throu^QuD the country ; 
/ . Y, Iprovl.acuhese loan&^ , •. ' , 

■ "Wlif. U.S. League supports H.R. 1Q854 in genei^l and Section 3 : 
"in parilcular^lfe believe that with the steadily escalating costs of higher 
■; . educatloif, the increase pr9vide(> for the family income limit (from present 
$25^000 to $40,000) is most^mely. Although families vfith. Incomes in th^ ' 
$2^,000 - $40,000 range are often times In need of educational Loans to help 
> defray college or vocational cose burdens, lenders have been hesitant to-provide ■ 
Moans to this, group on a large scale. . . «i. « 

■a* The United States League of Savings Associations (formerly the.Unlted States 
HpSavings and Loan League) has a membership of 4,4000 savings and loan associations, 
representing over 98^ of th£ assets of the savings and loan business. League 
ijkehnbership includes all types of^ssociations— Federal and state -chartered, insured 
a»d uninsured, stock and mutual. The principal officers a re {Stuart Davis, President, 
Beverly Hills,' CallfOirnia; Lloyd' Bowles,.Leglslative Chairman, Dallas, Texas: 
Norman Strunk, Executive Vice-President, Chicago, Illinois; Arthur Edgeworth, . 

« Director- Washington Operations; and Glen Ti;oop, Legislative. Director. League^'-, 
headquarters-are at 111 E. Wacker Drive, Chicago, Illinois 60601;'and the ' 'v 
Washington Office is located at 1709 New York Avenue r N. W. , Washington, D.C. 
20006; Telephone (202) 785-1950 - .• ' ' ' • 
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We therefore believe that the easing p^.the income Umltation will afford' 
educational aid to a segment of* the American public which has not previously 
received it. ■ . . . ■ ' ' 

H. R. 10854 contains provisions which could, be of substantial 
benefit to the lenders as well as the borro\ver. For example, this 'bill would, 
for the first time, provide a' floor of 1% for the special allowance. In addition, 
H.R. 10S54 would permit lenders to receive an Increase in the special allowance 
of up to ^5% during the repayment period. This Increase will help to cover 
coUeccioTi servicing coscs:fqr the lender. Finally', Section 3^ragraph (D) 
of H.R. 10854 would define the term "period of repayment".. Although we 
Support the thrust of this language, we agree with the American Bankers Association 
(whose representatives; appeared before the Subcommittee on Post secondary 

* Educatl-on February 23) that cjiis provision should be Amended so chat the lower 
special allowance will apply only when the loan payments are defer rred and not 

/merely when they are "eligible for deferral" as stated in Section 3 (D), line 19. ' 

. In closing, the U.S. League welcomes the efforts of the Administration 
and theX^ongress to improve the Guaranteed Student Loan Program. .We are 
■ hopeful. that this legfslationfnjay serve as an incentive to both borrowers and ■ 
lenders CO participate .i'rf the( program. . ' 

We'respectfully request that these commencs/and suggescions 
be made part of the V^ficial record on IJ. R. 10854. 



Sincerely 




Director, Washington Operations 

Mai7 Mitchell Dunn ' 
■Research Assisrant to Director 
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JIM WtAVtW . 



Consre<S$ of tfie ?9niteb S^tates; 



OtirmcT 9»»W 

III CMTTtM Avft«^ '< 
EuMMft. OiicMn (7401 

iti Wimr tM stmccr 
»Am«mt>if>mfOm tTMl 
(MJ)77»-aMI 



'A ■ 



Febriiaty 23% 197.8 . 

■The riortWH^' William D, Fovd 
Chairmah^.-'Snbcoininittee: on Postsecondary 
Education ' " *. 
619 House Ximex *l 
Washington, D.C.. :20S15 

Dear >lr. ChairAian: . ■ 



\ 



'Pleas* include thf - follov^ing remarks and enclp'sures 
. in the- printed h>aring -record on H. R. ; 10854 , The Middle 
■vlncome Student AsslstaTice Act. 

^ . ' ■■■ 1 ' ' .'' ' 

I hcaTtily endorse President Carter' s plan for 
helping mMdlc iticome students pay for their college 
educationlWhe .high ^coSt of this education places a ». 
seVore burden on most families' with children iji colle^gev" 
■ especial ly those in the middle income- brackets who. 'are o 
often unakle to quali^fy for financial afssi.stance. if'he 
Pres*ident^: plan; introduced ars H.R. 108S4, is one of 
..the most important pieces of legislation it has been my 
pleasure to co-sponsor. i;it' provides' real financial 
reliefj to" those in need, without creating ainother tax 
^ break for upper income^earners. I pppose the. Tuition 
Tax Credit for this reason; it^wpuld gi'vQ the same 
.amourft of help to a perso;» whose income is $400,000 as 
it would to- the person who earns ■$20;00b. 'The President's 
plan however, makes grants end loans a.vailable .'to all 
. those in neefd.of some assistance, qnd does so inamore 
equitable way. 

V Enclosed please find the statements of student 

groups and academic institutions in. my district in • 
support ^of the President's proposal... • 



JW/'fad ^ • 
, Enclosures 




"Sinc^er^ly, , . 



JIM WEAVER t 
jMember* of Congress 

■ ' ft,,'-* ^/ ts ■ 



... 1/ 



(10)} m-tsit ■ ' ; 



^The University of, Oregon agrees that additional . ' ' 
assistance is needed for students frohi middle income 
families. We fe«l.-.that Preisidfent Carter's proposal 
is a most equitable and.efficiint apSproach to solving 
this problem.. .We strongly 'support the'pfoposed increares 
in studen:t financia;! aid to meet the needs of .th'e$e v 
.students in addition to the students' who. haye tracfi-... 
jti^nally been -assisted/by jthese programs. ** . . . 

; Ray Hawk .^^ ■ 'i ^ ■■ 

. Vice Prseident for AdriiriVsxration .» ■ ' ., 

and. Finance. .. -v;'""' 
■ University of Oregon ': • ; ,r ■ . 

Eugen<^ Oregon- 97-403. . * . ; 
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(WO UV*4»t 



III tMTTTM Av*M« 



J^ouite of fieprn^entati'bt^ 
OUiliinst^ B.C 20315 



February 23. 1978 ■ 

Statement hfy the Oregon Student Lobby on H.R, 10854 , 

The Middle Income Student Assistance Act, to the p 
, House Subcommittee on Postsecondary Education 

The Oregon Student Lobby supports President Carter's 
plan to extend student financial aid to middle income 
background college students. Congressman Weaver is. to be 
commended for co - sponsor ing H.R. 10854 which will assist 
middle income Americans in meeting the rising costs of 
higher education. 

The O.S.L. supports the following: 

* Basic Education Opportunity Grants --y$2.877 ■ 
billion tot alp to increase the max i mum auat^r to $ 1 , 800 » 
and raise the family income eligibility^ c^ling to $25^000. 
At least 2 million more middle income dependent students 
will be served. 

* Guaranteed Student Loans -- $.9 J/-, i pii.l 1 ion , to 
raise the family income eligibility c e i I'.i rfg^" o r interest 
subsidies to $4.g;,000 gross adjusted f%*ily inciDme. The 
Lobby endorses "the 1 per cent floor on the ^special 
allowance and the S per cent allowance-^to lenders for 
loans in repayment. These provisions w 1 1 L .jfQcourage 
lender participation. The Oregon . Student W.^by recognizes 
the need for institutions to be re imbursdd*! or the 
administrative costs associated with this J^roposed expansion 
of the G.S.L. and B.E.O.G, programs. 

Study $615 nillion. to create jobs for 
585,000 students from families with incomes above $16,000. 

Extending existing programs is thq best means of 
providing assistance »to middle income .background students. 
Tax .cr^ its are less efficient, Ums equitable, and more 
expdjjd)^ 
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ERN ©WSGON STATE C^LEGE 



1723 Lon^worth Hoiili^o Office Building " 
v;4£hlJigton» D.C. 20515 o ^ ^ 

DoAr Coajrc»«-iAn Kcavun 

South^irn Or««jon 5tat« College fitrorvjly- i»u?port« 
the -Kidlla Xncoa« Student Assist-ince Act of 1^78 
fH K 10854) «• tho DO«t viable way of Addro««ing tM 
15ioht of^ddle-iacow fanilic. Wo <.el ^i« ^c^li^-or 
Syutoa would ba far .u.^orior to tho .tuUioa tax «^it 
p;o >.:»aU which would ho In.^uit.Mc . a ^^^^ *.:»tm 
Wa u^tii^te that un ftdditio^al 500 *!J^*t« * 

would receive gnint aaaistanco thvous^ the expoiv^ed R^ic 
Criut Pr^r-u. it Southern Ocoson State College e^ that 
S^uce ii the Cuar/yit^^d Student Uwm provi:»ioaj >.ould 
,;;iCtv«bhic« 150 addltionAl btu. 



and -ilk thttt you exticulato oox frc^-ling at the iu^.i.s*ing 
hdaringa on the bill. * 




JKSilC 



k 
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STATI.MtNT Or>5CPi>Oj.T - PRISKLNT CA.KT>H'S ^'LXN TO BOCS".' STVDK>JT X!D 

i;- 

CO><friCT - C«rY L. r«ldo*n V 
A8U0 Ptcsidrnt 
\ Suit* 4, EMU II 

Oniverslty of Otev^on 
Eliq«n«, Or#5cn 97403 

t 

kwh^lf of th« A»»cx:i4tifi! SluJ«n:» - '^niveikity of Cr*^;g^i» 1 W«lec^4| 
rT«sid«Dt Carter's propo«jl to ^*lp mi<1Jl« incc*L* fAralU^i *nj tb^ir 
• tud«Qtftt^ i.*3^4iani U)« «-;oanttf of nonVy available for (inAneial aid 
At o\ir univaraiti** ar.^! colleges. This U>li initi4t',vt? to h«lp thoa« 
«bo*a oae-ia bave often not l>#«r adeLjuatvl-- mvt who b«ar the 

iAi9«at finAncial burJvM of au^portin^ c jovi-nxiont *»' operation, . 
provl(^«a a aiqDificant ijnpt ^vtui-nt over t"i« previously tou ted > tAX-cr«jit 
eoocept. * 

We at the Univ*i»ity*of 0:«;on arv particularly ple^ -ed to aeW t^« 

rreeider.t Increase help tj Iturie.'.rs who work their wjy tbro\.9jb ichool 

through the college work/atudy pro.;!*.^. Tn addition, incre.ia'log 

tbe niat*r of fA:iiliefc. ^>.q'% to.-i. Ard d4jsf»t«rt dre eligible fpr Icwin* 

4nd granta will be beneficial to not. only thoae f^ailiea, but to our 

country**- ef forta t^rc^nain atronij t^roa^- edjcation. Fuxthor. we 

are very pleaaed to a«tf adJi^i^al asoney jvailable to raiae the 

Mounts of the gr*otm available t^"» atudcn:* and to help atudejjta 

aecvre lo*n*. ^ 

e * 

finally . w« applaud Cor^reaaA -*avor *- J oth«rfc w*»o arw helping tb« 
rresldent provide tols needed jawist inJv- zot sttud^nt* throughout oar 
ccwnty. We call on all Cor^ressppr i -.s - aij in . s isport*at effort. 
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national council o[ higher education lonn programs 



Th« Honorabla Vllllaw D, Ford' 
ChalrMn, SubcOMltce* on PotCieconiUry 

F.duc.4tlon 
6l9y|^u»« Of f Ice Rullding Annex 
WaahlnKton, D,. C. 20^1) 

Mar Chalrnuin Furd: 





liK lOrt-iA ol fnrdliig rrllff to 
lUlng thi! liUerust sulmldy 



Mm HTn p\i;.i!iBd that ynu have Int rk»du» fd 
• Idd le- ltii-om« student loan borroyori* by 
, Uv«l from th« (jressrtt $2 5,000 of «dju<«t**d family Inct^ to at lt>4it 
$40,000. A« prvsldrnt of both |.he National Council of*Hlgher Elucatlol^ 
U>^n PruKri«»» <»iid LTn I trd ' S t ij»h>nt Aid FmiJ^, tUn ui^y n.ulouwld«, prlvat*, 
lui't fur-t-roflt stud. lit loan titj,»r.iiity ts>!"y, I S*"'d Hkp to h»'rtrtUy 
•tppUitd thl* move and wish yi»u t*v«Ty huh i-ss la*ilHnK r bill p.i ;ri(d 
bjf biith Mimn<'* t»f Congress. Hnwpver, wc l».»ve unc nio»li t il.it Ion to 
■uu««( ■ ' ■ ' t 

D»'s,KitP trie ni*r'd, stu«K-nt li.inji iro hot ilwiya .i\i.t^M|^| to n UM 1 .■ - 1 ixne 
^hildr.n whii am liu-H^ibK' fur intrn ;t* .nh , i .1 uVV Vl.uiy li.i.l.-r-i at* 
unwilling tt> b« btird«?twd with the fU'^V^^'t li- In^i'lvt^d unli'is t hi* Krdci.il 
Covarnment will \>Jky tha in hual^ tntflv»t . TTi>>y Hlmply will not ti" to 
tha troubl* of bl 1 1 lil||£,the slutlent , wh 1 U' .In sdiuil fur the loan iiUercut 
as (t fall* due. Neither .tre t hi*y {I'onal 1 1 to allow llio ItUi-rt'st to 
(■MmjiM.i.id (i<«t>1f up ..nril r-i'.iy i.-iit^.<t ih.- l.-.tn . ni;i,ii.n.;^'"» . As y»)H know, 
slu-lint l-ane 4Wf, at J-.st, .i Itf.ik . Vk-n i>i i', . . It i .in iDr l«nvlt;rs .lud i:i.iuy 
n-ft.ird Mii-iii .»» .imuhunlly s-ivlti", I ■>■. i I i-.i.li In i-.>ii.i-nuf:u ••, tlu» I'-iy - 

mont of the li»-M«h»>ol IntLTr-it by th^Vi'difral ('ov. r.mu rit Is i-i i> I v»-d(|!y 
lenders .in atlr.ii ttve fiMturo* uij a ji. irU.il offset to thtv -u-v^n^jl 



dls.idvihta^^cM. WittiMit It, th 
bren shut iMit TiMiTi .ihiit.n 
^tr imUiu l...in 111.11 kit i-j Will. 

f # 

Ai i-urd In^I y , wi- bpll»-vt! yimr p 
ill -M lin,)ill>'i'<l.'ral lift .-rrtt Ht' 

1;,. .i.K- .,t at-*. M~:^--:> r. .j.- 
blKty i>f Imj^rnvllf ()]•' .^cli*' 
^faul ly 



,ldy 



.t.hj. nr. 
iM N 



■vlio ha 
■ . h*it 



;>iit ipt 



the 



that If Lh.' t"V 



ir If 



,'■1/1 1*1 ti« 
to ')^X .>f 



l.ll ifUd.M 



>nL' U' I for 
l.ll ro middl 
t ."-i th.' i-.i'i 

' . J.i ll Ml /'ru; 

r.iir\bc-> t /». :iL 
' iii'i u.niVd hu 



Illy 



2? 



0/ 



274 



Jj^«r««t«ciA«idlaf<l. "What •iboon it^/ouId ba co'.avcryonib Invo.lvod 
th« Mu44nt«, t6«lr faMitiaa, «chool Yln;incUt aid of f Icera, ' Un<iera. 
tMfift^ at^A^ilta — 1( you. vera to iwik* U lOOt. By cue itcroke of ch« 
Ugl|l«tWa pan bXI (hf rad^capa aa to family tncoM, dccttroilnac Ion of 
faaUif 'clrcuMtaiieav'ti^C ruy warrant ipecial crcaciaont If **noeda (esc" 
eritarla can ba teat « aKiiBlnatlon of IncoM.tax ret\irn«-. etc.. could bo 
miftd out bo far ai dac«tfliUlng «llglbUtty fur InCuft^at lub^ldy U 
cotlMld. Tha allnlnacloA of ch\« eiitra pip«r work rupritsciut a rtjil 
IndMtoaiaanc CO cha landerr 

*T * 

In ea«a It la (aar^ chat aNtefalonjul the InLen-bt wiilxady lo *ll bun 
My opon tha floo^-gataa and- Jhcuurugts wtiry -autUMU Co hot'ruw wlicrhi 
ha naada It "'•-"iQ^ it ■houldfha |>iilntpd nut Vli.it ito' 4t utlnU .r,^ 
borrpv iK>ra thaocNkaxcaa^^f cha CHac of «><ltKciCitin over tho jmotUi 
aid avallab^a. Tiila v&dftv condnua To be kxue. 

At firat bluah, U My'acfa Ispropar to c^^mpiiUt* n 'fid* ri»l luu . 
aubatdy to cha chiljrcn M w«a|thy p«op^«>. We t>»^I i.<vj fm ittt r t )y<t;,lir^; 
will allavlata chat faar. Tha baf^aft^ci^ to ba^i rivL-d l>y ill iiuifinCM, 
ftnaneiaL old otfic«ra, landara and guia^ntolra arubiv ki •^■■•^ ■ t^i'i we i 
not allow'tha call Cu.wag th# do|! lAtOur' 9^X co •■ i l l.ujiio i » « <> 
(and»lt can't ba far off) it iasan^ chac va wouTd bf^ ^v^klUt; <i uy 

parClaa. co undertake a very burdensuoe prptcslura ln'i;^*^y ■ ,.fi<>»>' 
ifltflaca cha faw acudenCl who do not qualify: The game I- n*.! ^ ,. ■ t) i jjc 
candla. How au'ch aore lenalbla 11^ would b« Co el t/a'lnatt^M li>- li}i< x^i 
aubatdy ceac anclraiy. . Tha. eacra coac co tha Federal Cav« t:n;i.> uc v.m h|. 
ba buc a vary a«alt ft'ac^lon of cha ttavinga chat upuld ensue cu ill the 
.6Lhar parclclpanca. 



t( cha. aubtiidy laval ware ralaed to-^IAO 
u'f'tha .la<tns htT.iMc. uubii Idl xed ^ ll Is.hlgtvi 
thaif a vat would ■ on Una chaijr lirndiug' only' 
. ^would da«A fl|^uni>roitunilc CO run' two mt^ti of^ 
'Vi^ald bu f.ur les* than of cha byalnrn! 
^hy .idUlClunJl leridera wouid Join Che raribs < 
lo nMha non-^Htibaldlotttd Ipana. So :che iiCudfnc 
'fjwlt^ m^ghc fti)>l ic OKire dlfflcuU to . gee a 
it^u'ch faalllt*^ are f;ir troa'waalchy'. In our is 
/fit her eHrntnii'$^O.UOp "rb $fcO,000 a yoar. wlch cKe 
' ,-'(wo cara (noc a luxury any auro buc a n«cc9slcy)A 
.f&lfeget h«ayy rr.il r.iC.iCe and IncoM Caxvs.and a 
^^^i^^^nanl^» on hl« pUrso, is h.irdly any beLLtr t 
./J|j>/Utlren»* higher .etli'irat lun than a auch *lowrr-sal 
.'i'l^/ be .ible Co get i>. halarbMp a id , grAnca, fCc . 

.Jji^Jf-'i-K, f r.»bl« to ftiiet;I.nrt<» tin- ,iL nt lo^tn m.ivWrC 
■ ■ !»,■ t t r ,i».irfrU -I ' ■ loi nifM-H .Iff .jbove sntm.- ,i rbl L . ^-Ki-xr^— i ^-i" 

■ ijg^.o / M far aa ' tha va ry waal c hy a re ^ cfaoc 
* ' XhA\- th»re ara bullc-ln llplca co ch« iauimca ;jjuc kafi^V^^ ■ 
• ■ • - • ' **niey are,>3^5j0jO 4>er year- f<^.J4»lii«gr*(it>*^»' 



under Che Federal progri 



^raMrjjttTbe^ .-v----.' ^ ,. ---^ _ . 

it^denCB CO a naxlaua of ^tT^W^ and 5^ .tSOO per year, "f flr -gr'adjjaJtV^tjid^t"^ 
to 9^n ove rail max ImuB tff J I i . 000 ( UftJ ud Ing undergradunr* loAttkjKl .; 'i{ V* . ? 
CoVnpatad to the amounqHjfcf InttlpW^ftlixea paCd by chfc. rifc^. ^pb*. ^*lua kn' 
I h t i- 1 e 9 1 » ub f» I d y for a' > ta U^dt'p« Vlpd J ar ;» ui:h ' je l{^^vfc■jg^« -ftjirHi ' 
•lisena trifling. Ar co t d t ci^yl y ', hav»f «To wiiy . o f kiiy^,^, " 
f'liallles would evL-n bpthrc 'r(t''tAk'e Ad!uaifC4);e i>f Ic. 

'!?<■.:;• . , , . *' 

t ilV^^kxtJvxi you' C'v ^r^Vajt y.,.i.L i*ry->'.5!iM il I t*^^ 

^rU'S5.ot.''f, 
to .1, 

h 1 1 pT »5» ^'^n4 ">-,ou r • :9 1 ^ t f > p W.n « e. 




10 and -leua lUan nit 
i(, ifci.e*. itfnd*:rs.^ • 
id hi>rrow«V>. ' TliVy 
iC|^: when- ane aet 
^ra that groat 
rcf MHlpA' 
Income, 
lilcnd yec miiny 
Urled- 
ban ht"»*t' 
hi Id In 

OthtT 

t children 
tgh»y 

►ty be- 




F^try wr^althy 



mi 



To -Him up, ^r 
.■xt»-nd tbr bn 
■ borrowt-ra ros. 
"another ^^teat 
past. If T ^ 
to rail on 



V^^'bill . 



IT. 



t i pT *v iSL \itA ),\bnT • :9 1 ^ t f yy9n « e.' «i jy 'no t tfeariig t ' 




,e.r-*ty. ^ 



te.' djy 'n( 



[j|^i?^:i:}dbn ' 

nchelp 





.^1 



T. tD«AllOHOI.U)«Dfa 

'C1t«iHfllM- 

III K'tMlUKllml 
tiMitita, Xt«r Jf Mjr •••II 
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Wll.UA>riUIClKEAi;X 
I Aintnr^a F1*cf. nil ' 




Fabruaty 17, 1978 



Th« HoQQrabla Wlllli 
2368 Raybiirn Houta 
Waahlntton, DC 20515 



Xd. Ford 



T 



Ib^ldlng 



D«ar Congraamn Fordf 

Afl 'Vra»ldant of tha'Stata Hlghar Education JQcacutlva- OCflcers, «n organl- . 
satloQ.of tha.chaii||allbra -anif conMlalonara o/ hlghar education of ! tha 50 
■ tataa», I van^ to^pi^aa o«r vlawa on tha moaX af factlva and' aqultdlbla naana 
of >t«vldlng addltAinal and necaasary financial assistanca to tilTedy middla 
Iticona faalliia. Sinca ona of our majnr responslbillttes In oUr respectiva 
stat^a hiia bean tha co^V^inatJlpn aad planning of atudent aid prdgrama, Ca 
haya had aapla opportunity to aa^a the ncrita of tha propoaala youf Sub- 
connittaa is now tonaldarihg. ^ r ' 

TiadJtlonally, Congress has recognlt^ .that the host rfflcl»«rtt fl.nd oco*^* 
nnmlcul method of Mddre^slAg this and^bther probltos of *aL.:dntt aid was In tha, 
foca'of a direct pt^nc»hip beU|cen the 'federal 'and st^e :^ovefnment. Tn 
raccf^i^itiba of tha^Dcnef ttarof Aih an apt^roach, Congres| incorporated tha 
'Stattt*StuAnt Incentive Grant progrte tnto tha 1972 Hlgh«« J|ducation AnendmaiiCs. 



%T\on Spcret.iry 



cAtLl'ttd bfifore the Jptnt TKA*:^g on FebiUALy 9, 



he not^d the extent to which the tn )tU5»lo;iti nre u.idetvritlng ^tudent aa^^Jat 
ance pirogriiaa in the foAt of .isJlchlag funds. ^At, the current tdfce the sta^a 
are >rovt<Mng iwre In^rfrud^nt aid th«n <sfj(^quir»sd by, the f^errf ^ovemwenV, 
<>Scy Jersey, for example, Is^pendlng $^0 mllllo^ for this purpo^. yNew Y^k'a 
^expenditure Is $250,00^0003. t iho^d poltft outgthat the 'inatltu^Jfanal 
eral can JiiH;sed.st uiWht aid public 
ar'.ivn*rrom sta^e fun^. I w^ut to sLr'ea 
these funds 4 re tn cxce«a.of the ^*^tes the stern already us'o to a 
Cuaraoteed StVdent Loan «Geufte4<^ SraftM Student tnceutlVe Gi;aiVt 
directly. ^_ \ ^ ^ V; 



atchtng porttoti of tjho federal can, 
cihd unlvtit. ltip» ts ucxially dr'Avn*rrom sta^e 



note th.it 



,)Ortals now 




3f(«rijig Lht* In inltid, «c i.n«ii. u». y-'^^y 

rrcoi,atie the pjctont to whliih inLddle" tjicoitie f amines caa uxoflt sloA^ 
Increase tn funding for*ch%SSJG pr^gci^l • Recent surveyal^f ci^i;r(*ut Hud 
aid t»xp(*kidlturc8 by the stoAe^ ahovr tlhft betye**, 
ntnto iiacchrng fim.!a go to fniillCj** wirh' f.n 
. '.M -tra th»t a V.O.iilJ llt)>j i^tireJke in 
uittl- d %7f ,aHfon, t..m1d gf-nnr^te subrjtant Itir'^TIld 
fimdrf that could bo .jpcclf ILally "tar^dt^^to jrftatfh 



yoi^ 




the rni-.c)*:vf ' 
chli^g 
this ^category. 
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,Ut «• WKf la cUaiiit tlMt vii fully support th« A<tBlf|lttr<tloQ*t 
•f forts to txtsod ths sllslttility rsqulrsncnts for student sid. Th^ addl- 
- tloMl $1.2lt billion i9cr««ss th« ,AdalQlstr«tloh r«coniBcnds will csttalnly - ^ 
|o • long iny toimrd teellorstlng • ctitlcsl socIaI 111. tf« rccoiaiBAad chst . ' 

vth«'950 «llll0n''lQcr«iis« vs proposs In ths SSIO progrsn ba eariMrked^ from ^ 
this ovsrall $1.2 billion fljiurs snd. tsksn froa othsr outlsys. 

? Hm sbOT« rsconstidstloas srs hlJihly ptsferabls to ths tax credit ^ ' 
srrsnssssntr Thsy not only msst ths objectives of this other plan, but dp 
fo In s Iss's costly asnnsr siid wlchln s franevork that provides relief to 
th« middle .Incoae faalllss vho nost need ^It. A najor Increase In the SSIG 
•llocetlon will provide such faialliea vlch tvlce the anbunc of relief than 
the federel sov^mnent, Sctihg by Itself, :Can offer In any of chs slcernadve 
propossls. 

Thank you vsry vuch* 




T. Edward Hollander 
President 



Enclosure 
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STATE HIGHER EDUCATION EXECUTIVE 0FF1QER3* ! 

Statcwldt boards vith governing or. coordinating responsTbilitieie' for 
public Institutions of higher education, inc|(Jding states wl^lv a ^ 
single public institution of high|^ducation. ' J^* 



CODE: 1 « Coordinating Agenc/ 
. 2 ■ Governing Board 

S r Nonstatatoxy 1202 Conoission 

AlABAXA (1)^ 

Dr. JoJm'P. Porter 
Executive Director 
Conaission on Higher Education 
One Court Square, 1221 
MontgoBer/x Alabama 36104 
(205) 832-6555'; • 



♦ ALASKA (1) > 

Dr. Kerry D. Romesburg 

Executive Director 

Alaska Commission on Postsecondary 

Education ' , 
Pouch P - State Office Building - 
.Juneau, Alask^> 99811 
(90^) 46S-285!I 



t 



CALIFORNIA (I) 

* Mr. Patricia Callan 
Director 

California Postsccondary Education 

Commission 
1020 - 12th Street 
Sacramento, California 9SS14 
(916) 445-7955 



COLORADO (1) . ■ 

Dr. Leo Kcrschnor 
Oxcciiilve Director 
Cuinmlssiun on Higher Education 
1550 Lincoln Street, #210 
Denver, Colorado 80203 
(303) 892-2723 , 



ARIZONA (2) 

Mr. Lawrence E. Woodall 
Executive Coordinator 
State Board of Regents 
1650 W. Alameda Dr. 
. Tempe, Arizona 35282 
(602) 2tl'A0B2 



CO NNECTICUT (1) 

Dr. Michael D. Usdan 
Intevim Comissioner 
Board of Higher 1'ducar.lon 
3-10 Capitol Avejiue 
I!artford» Connecticut 06101 
(203) 566-3913 



ARKANSAS (1) 

Dr. M. Olin Cook 

Executive Director 

Department of Higher Education 

1301 Kest 7th Street 

Little Rock^ Arkansas. 72201 

(SOiy 371-1441 



♦ uniAWARE (3) 

Dr. John F. Corrozl 
Executive Director 
Delaware Post secondary ndnt.;itto,i 

Connission 
SOO Delaware Avenue, Suite VOi 
Wilmington^ Delaware 19801 
(302) 571-3240 



•As. of October 1,.1977, all fifty stafcs, the District of ColiaMa 
Rico and Alberta* Manitoba, Maiitime.: Ontario andXQucbec Canadian P 
are members of SH£HO. 

.0 . ^--^'^«cr 



'nor to 



♦Resigns effective Novcnbcr 1, TJ77. ^ Ji 

♦ Indicates states where SJICHO membership ^changed on OctMc 
accordance with the Constitution and Byla\^s as '"^^jjjjjflF^' 



1, ■19/7 

r 



in 
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DISnUCT OF COLUMilA (I) ' 



ILLINOIS (1) 



'Un* ftloi/« 8. TuTji«r 
EattciitiviLStctttaYy V 
CoiBiissioii on FostSMondary Education 
X329 E StTO«tt Suite 102^ 

Washington, D.C. 20004 
347-590S 



(20J^ 



Hr. Janes H, puboan - 
-Executive^DixQctor. 
Board of Higher Education' * 
sob Reisch Building 
4 West Old Capit«i' Square 
Springfield. Xllinois 62701 
(217). 782-2S51 



FIORTPA (2) . 

♦Dr. Roger iNlchol 
deputy Q^issioner 

Florida Departnent of Education 

V.V. Knott Building 

Tallahassee, Florxida 52504 

(904) 488-1916 



INDIANA (1) 

Jpedrge - Keathersbr 
isiiiloner for Higher Education. 
•Cpnaissi'^ for Higher. Education } 
143 "West Market Street 
IndianapoJiA, Indiana ^46202 
(3m- 655*6474 ' 



♦♦GEORGIA (2) - 

Dr. George L. Simpson, Jr. 
Chancellor j 
Dr. John N. ttooper 
Vice Chancellor • ' 
Regents of the University System 
244 Washington Street, S.W. 
Atlanta, Georgia 30534 
(404) 656*2200 



WWAH (2) , 

Dr. Fujio Mutbuda 
PxcsiJcjnt 

University of Hawaii 
2444 Do Id St i cq t 
Honolulu, Hawaii 96822 
(SOS) 948-3207 



lom (2) ; ^ 

Mr. Ri Wayne Richey 
A Executive Sex:retary 

■ Board^of Regents ^ ^ 
.'Grimes State Offico.Building 
Dcs Moines, Iowa 5051^ 
(515) 281-3934 



^KANSAS (2) \ 

Dr. John J. Conard 
Executive Officer 
•Board of Regents 
Merchants Natl. Ban1( Tower 
SOO Jackson, 11416 , 
Topeka, K;insas 66612. 
(915) 296-3421. 



laMIO (2) 

Mr. Miltoa Small 

Executive Director for Higher Education 

State Board of Education 

Lcn B. Jovdan Bull^'iig, SuUe 507 

650 West St.ite Ikieet 

Boise, Idaho 83720 

,(208) 384-2270 



Kt:NJ_U(;kY (1) 

Dr. Harry M. SnyJer 

Executive Director 

Coimcil on Public Higher Edncatlon 

809 Capitol Plaza Office Tower 

Frankfort, Kejitucky ^10601 

(502) 564-.3S53 ' . 



-^Designated representative" 

•^Membership in accordance wii^h Constitution and Bylaws as nsen'h.d to bo 
resolved during 1977.73. 



2.84, 



lOUlSlWA 



Or. WIlliM.Aretneaux 
-CWiMiMvr of Hifhtr Education 
$tat«. Board . Df Regents t 
Ont AmtIcm f 1S30 

Ba^oii Sougt« LouUltM .70825 



NeCarth/ 





Mr. Patrick 
Chancisllor 
Unlvarsit/ of M^ln# 
'107 Maine Avenui 
Bangor, Maine 04401^ 
^207) 94?-0336 ^ 



KNRYLAMD (1) 

Dr. Sheldon H. Knorr 
Cotmissioner 

Board for Higher Education 
16 Francis Street 
Annapolis, Mar/land 21401 
• (301) 269-2U71 



MA 5SACmJSETrS (1) 

Dr. In coy Keith 
Chancellor 

Board of Higher Education 
Parle Square Building -- 6th Floor 
31 Saint Ja;nes Avenue 
Boston. Massachusetts 02111 
(617) 727-5360 



MINNEsbtA (1) 

Dr^ Cilyde Iiigie \ ^ 

Executive Dlrtctor.. 

Higher Education Coordinating Boafd 

550 Cedar. Street, Suite 400 

St. Paul. Minnesota 55101 

(612) 296-39^4 



MISSISSIPPI (2) 



Dr'. B. E. »Tad" Thrash _ 
EfeirUtive Secre,tary and Director 
Board of Trustees of State . • 
Thstitutions of Higher Learning , 
P,. 0, Box 2336 
Jackson. Mississippi 39305 
(601) 982-6611 



M ISSOURI ^1) 

■ V ■ 

Dr. J. Bruce Robertson 
Coniktssioner of Higher Education 
Department of Higher. Education 
600 Clark Avenue ' ' 
Jefferson City. Missotfri 65101 
(314) 751-2361 ^ 



NJONTANA (2) 



Dr. Lawrence K'. Pettit 

Conunissioncr of Higher Educ;VtioaJ^ 

Board of Regents of Higher Education 

. 33 foiith Last Chance Gulch 

~ Helena. Montana 59601 

'^(406) .449-3024 



MICHIGAN (1) 



NEBR/\SKA (1) 



Dr. Robert L. Huxol ; 
Associate Superintendent .. 
' Bureau of Higher Hducatlon 
Department of Education * 
P. 0. Box 30008 
L.nnr.ing. Michigan 43009 
(bl7) 3/3-6720 



J 



Dr. WUliam S. Fuller 

HxecMtivo Director 

Nebraska Cflgrdinating Coinraissldn 

for Pos^Rcondar/ Education 
:;01 Centennial Mall South 
P. 0. Box 95005 
l.luLotn, Nebraska 68509 ' 
(\0i) 471-2847 



Itatenitx of K«v»<U SystflB 



I HAiySHIRB (1) 



nOKTH CAROLINA it) — ' : ' 

■. . • ■ ■■ 

Dr, WiUU» C. Friday 
President » - 

Dr. John L« Sanders t 
Vice President* - Planning 
General Adainlstration 
Univertitx of North Carolina 
P,0, Box 2688 

Chapel Hill, North Carolina 27S14 
(919) 933-6981 



Dr. Jattel^A. Buss«lU 

Exacutiva Director 

New H.anpshi^rv Postsecondar/ 

Education Coinlssion 
66 Sbuth Street 
Concord, New flaapshire 03301 
(603) 271-2SSS , 



NEW JERSEY (1) 

- 

. Dr, T. Edward Hollander 

Chancollor 
. Board of H|fher Education 

22S West State Street 

%Tlrenton, New Jei^se/ 0862S 
(609) 292-4310 



NEW MEXICO (1) 

oor. Robert A.^Huff . 
ExecMtive Secretary 
Board of Educational Finance 
Legislative-Executive Bldg^*^ vRoon ^01 
Santa Fe/ New Mexico 87S03 ^ 
(SOS) 827-2118 



' NE>r YORK (1) 

DPT^ HadJLev DePuy . , 
Comissioner 

Board of Regents, University 

pf the State of New York 
State Education Department ^ 
Albany, New York 1^224 
(S18) 474-S8S1 



NORTH DAKOTA (2) 

Di'i. Kenneth E, Raschke ^ 
Commissioner 

Board of Higher Education 
State Capitol Building 
Bisnarck, Noi<^ Dakota S8S01 
(701) 224-296a7. 



OIUO (1) . 

Dr. Jajnes A, Norton • 

Chancellor 

Board of Regents 

State Office tower, 36th Floor 

30 East Broad Street ^ 

Columbus, Ohio 432iS 

(614) 466-6000 



OXLAiyMA (1) 

Dr. E,' T, Dunlap 
ChoncelAr 

State R^entS for llichcr Educiition 
500 Education Building ■' , 

State Capitol Complex 
Oklahoma City, Oklahoma 7310S 
(40S) 521-2444 



OREGON (1) 

- . -m- 

Dr. T. K.. Olson 

Fxocutive Director 

Oregon n<!ueatloiinI Coordinating 

Commission 
49S State Street 
Salcn, brejjon 97310 
(503) 378-3921 



♦Effective 9/1S/77, Dr. Humphrey .became President of the Univtjrsity of. Alaska. 



2S8 



4' 



• CoMis!(ion«r fqiflUgher Education 
v State OeptrtMni^ of Education 
V P.O. Box 9U 

Karrt st^urf , ptniijk/1 v«nl|i 1 7 1 26 

C717) 787-5041 V 



TEWKB8SEE (1>* . " / 

■ -^^ ■ . ■ ■./•■.■ , : ■ 
. Dr. C. wjfyne iiown 
E:{ecutVve, Oirectojr 

Tbnn^{(S6e Highef Bducatlon .Cooaission 
SOl/h^ion Building, 1300 
'Tftf^ville. Tennessee 37i|9 . 
' •(6fc) 741-3605 . < "' * 



POERTO RICO CI) ■ 

' . ■ ■' . ' ■ . . 

^ Dr. Luis E. Gontalei-Vales 
Executive Secretary 
r Council on Higher Education. 
' Box F, UPR Station . 
/San Juan, Puerto Ripo 00931 



RHODE ISLAND (2) ' 

Dr. Thoroaa C. Schmidt / ' .„ 
Coiivni^sioner of .Education 
K5drd of Regents for. Education ' 
199 Promenade Strept, ^ulte 208 
Providence, Rhode /Island 02908 
(401) 277-2031 



"^OUTH CAROLINA (1) 



TEXAS O) ; ^ 

Dr. Kenneth H. Ashworth 
Commissioner * 
Coordinating Board, Texas Coll 

and Univcrsit/^Systcai A 
P.'O.'Box 12788, rapitol Statiorff 
Austin, Texas 78711 ; 
(512) 47S-4561 ' 



UTAH (2) 

, Dr. Tcrrel H. Bell . ' 4 

Commissioner. and Executive' Ofticei 

;State Board of Regents 
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PANK0> AMERICA 



t1i« imiaMt VtfltM D. fot4 



eAifPCHNM MrttiOii Mnviqi CIMMi 



^ J- . 

* i«nk ot hftitm^ 1I,T* S.A. !• plttti4 to ijippart th^ MMndMntt to 
IIm rtdtraUy InMlr«4 8tu4«ot Loan Mctlont of tht Hlthgr Bdueition Act of 1963 
c«nUU^ In iMklM S of M.l. lOtH which you Introductd. ^ * 



, , Tilt MMn^Mntt you Ktvt propbto4*ln H.Rt 108H wlU provldt groit 

MtiaM««o ta ilitotvlag 4lfflcuUltt lAntncltl fmtltxitlpnt htvt ax^r^tncod 
la provl^taf •4ucttlontl •••ltt«nct through tha rtdartlty Inturv* Studtnt Loan i 
FVOtrM. Ittutatlont to laftaaaaC tKa Iducatloo Anandatntt of 1976 (fMb.L. 94-482). 
«lilet( will W Ittua4 tooa. ara aapactad to ba fair aad prtctlcibit ind Itapafalty 
wtll wal avo4« thk bantfUi/af your propoaa^ lacltlatlon. 

» tfa4tava only • mmU ttcholctl ■■■ n ^iot ro •utgiit to Sactton 3. 

Oa paga ). Una *19 of M.l. 10834. tho word "dtftrra^** should ba lubttlt^ttd 
far (ha ^rtaa '*ttlglbta for dofoVrtl." In txpltnatlon of thit mndiMnt. tha ' 
la^lapt of Sactlon 3 of H.R. 10834 it to grtnt to Incrtatcd iptclol •Itowaoca 
laii4art af up ta .3% par onnun durlag tl«at of lotn rtpayiMnt. whao landirt In^ur 
graottr pra^aaaf^g coaka In adulnlatarlng thair fadcrally Ini^rad Studant Loana« 
Tha.praaatik lo^r apaclal allowanca It ratalnad during parloda, auch aa tha * 
bornM^r'a larvlca In tha ai;pad forcai or attandanca at ichoot. whan loan pay ''"^ 
■anta of principal ara dafarrad and th«^govarnMnt uaualty paya tha lotaraat oa, 
^ha loaa. Mowavar. avan though In auch clrcuoatancat a boTrowar*!. loan payvanta 
ara **allglbla for dafarral.*^ a borrower, for raaions* of hia.ovh. wty alact not % 
to uaa tha 4#(arrar^p«rlod and ctintlnua Co nuika loao pjiymantt. In tuch caaaa 
" thli tandar'i proca^alng coat a ratialn tha ■ am* and tha Incra'atad apaclat allowanca 
ahouM ba pali. Tha oirrant lowar ipa^lal alloifanca ahould only apply whan loan 
payiMnta ara actually dafarrad.- . ' 

Again, wo thank you for your Intwraat In tha fadarall^f Inturad Studant 
tiban fragraN and your tponiorthlp of H.R. }08S4, 



Sincerely. 



%Am Of \tM rtn-A HAIX NAl IHU^I^^NO ^A^'M.S A'.- <\ *r,f)N • iAS* Of *Wi -iff * i F N't * • aO» 1M» • i*N » i\AHC^SCO CA4 rfCWNIA t4» J/ 
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. ' AP.PENDIX ' *. 

foi ZMNKOXATB RELBA8B ^ ' _ ^ P^RUARY 8; 1979 

. . . OFPXCK or THE WHITE HOySF PRBS^ SECRETARY: ' V . ^ 

THE WHITE h6uSE 

, . , . R^RKS OP THE PRESID&Nt 

. ' ON 
. ► ADMINISTRATION'S PROPCtSAJ, 

AID TO FINANCING -HIGHER fiDUCAt*ION 

• . ^ The Briefing Room 

.• ^ • •: ■ 

. lOiOS A.H. ' KST I . »: " ' , 

. 9. , ■ . ■ : * ... 

OoQcl ^morning , everybody - 

• ... - " "'^^ ■ ■ • ■: 

This morning I ahH the Setir^fary o^ HfiW, Jp^ Olifano, 
anM BeverAj. of the ke/ li^aders of, Congress have .a^'very important 
announcmint to nAke. ^Today the cont of sending & son. or 
daughter' to college is nn *increasi#ngly serious «burden on /UrtArica* 

* low- and 'iniddle-ijicoine families. 

* , -Ffom 1967 to 1976, in Just a ten-yean»period, the 
cost of college education increased 77 percent^. , This year the 
avera^ge bill for'' tuition, rooni and bbarH in a private college 
i^ nore than $4,800 an4 in a typical publy: university a 
student would have to pay $2,i'O0 per V^ar for ^ducation-rePated , 
costs. V . , . " ' • , ' 

Incre^ftingly , middle- incone f'^mi^ieA, not just the 
Xower-incone famiiie^s, are ^being stretched to their financial v 
limits by these new.dnd growing tosts of a university or J ' 
coU.lege education. No one should be denied the opportunlt^y - 
for a** college education' for 'financial reasons 'albhe. And our * 
Nation ha« long recognized our obligation to help lower-income 
famiHe^/In this educational area. 

Now we must increasingly take' steps- to help middle- 
income families as well. This, is why I airr proposing and « 
announcing today a $1.46 ^il^ion inpip^se in the assistance 
that .the Federal Government provides to help with these growing 
costs, bringing our' totaU stu^eirt assistrance budget to ^ 
$*5.2 billion fov fiscal year 197§. We ^zX^^i^posing additional 
scholarship grants, more part-time jobs Jror smjrients, and more 
.loans primarily foC^s^tis^on students, fryfn moderate and mifidle- 
.income families. . \ j 



About $900 million wrll/provide tuitionV grants to \^ 
students from families «^h inconies o^' up to $25,\b0. $70 
jrtllion will provide expa^ed -eligibility for guar^teed loans 
for^lamilies in hhe $ 16, pOv^^^^l"^?* 5^000 income range and • 
$T^0 milliory^o provide part-time 3*9^^ to college students.^ ' « 

We. estimate that 'more than^ 5 million college students 
nationwide *w«ll 'deceive financial assistance •from 'the Fed,eral 
Governai^n^ in fiscal year 1979, an increase*of at leaat . 2 million 
Btudentf^over the^Mcurrent yea^ ' , * 




. ' '^Ni^lBteiraHifi&l *l>rog ram that I ain proiSoiin^i 
using grants I %fork study and loanir, will provifde more 
r^ai hslp than any tax credit and is a ispre e^it:able • 
' syid etfioient way to h64P middle- income fainili^s-4#ith 
tuition and o^tMr college cost^^ * ' 'i' ^ 

•,. . . • . . . --'f - ... 

Tuition tax esredits itill provide l)0hef Its ; 
to those WhQ^ do pot need thetoWd almost cer^t^in^y « ' . 
would, cost more than t]^s Cjjiretuliy targeted; treasures . 
that w^,iire proposing todays < ^ " / 

' ■ ' 

^:OngreM nmst choose between tuition tax 
credits and Irhe far more beneficial incree^es in 
Federal studehf asslstjiince programs that I' am ' 
re^uestlLng^ , ' 

' , / .' 

^ This Flation cannot afford; and I will 
not accept both. , ♦ » ; 

Secretary Calif ano and«l have worked very 
closely w^th Cgngressional Readers in developing this 
program. ' « 

^ Senators Hilliama, Pel,l and Representative 

Perkinst Biaggir Ford, Brademas and Thompson hav^ 
cooperated fully with ui^ alcHig with many othevm^ They 
support this program and wifll help to move i^,^apidly 
through the CongresSi 

Now, Secretar^^ Califanp and .p^ Members of' 
Congress will explain^in more cleta^^hi^ program and^ 
will be glad to answet your quest^rms. 

: • /• ■ ■ 



^ END (AT 10:07 A.M.) 



> 



t ■ 



FOR IplWDlATE J«l^ ^ ' FEBRUi^RY 8 , 1978 

opiucn QF THE wim: mouse pm:s« secretary 



THE WHITE HOUSE 



BRIEFING. BY JoApH X. CALIFANO, . 
' SECRETARY , DEPARTMEN*T OF HEALTH , 
EDUCATION AND WELFARE" ' 



BRIEF INQ ROOM 



.10:10 A 



.M.^.feST 



IiECREtArY (iMilFANO: lAiiU very quickly run 



.through the program and then Ift the Congressmen cononent 
• before taking any questions, if yob will. • ; will be 
happy to ^take. questions. » 

' There are Vhtee majgr elements of the 
Prf«ident*8 program; rough 1)^ $.1 billion isin BEOGs 
<ir Pell grants, as. we call ' them sln<c:e Senator Pell 
initially introduced the legi-slatlon tfSat startec( that 
prp^r.^.' That i« an increase over the,$2.1fi billion ^ 
in fiscal 1978. The total amount in, t\\e fi*F«l 1979 
budget is $3.2 billioij^for BELOQ ^raprts.. 

, The second element *'is the ^ 

Work Study Program, which is W'$165 million in fiscal 
•79, over $435 million in ftstal 1978, for a tJotal of. 

I $600 million. ' , . 

f . ■ . ■ * ■ / ■ f- 

I * - The third element is the 'Guaranteed Student 

I' Loan Program which «is Mp. 5297 million, over $53'b million 
I in fiscal '78, for aTfiscal 1979. total of $827 million. 

I This program will increase the awards made 

i from '3,2 million awards in fiscal 1978 to seven million 
i awards in fisc&l 1979. Those awards will benefit about 
I five million cbl lege st'Vdcnts since students sometimes 
\ don't qualify for more t^an one program. 

> ' .■..■■*' 
\ . i 

I TKS" minimum grant;, the grant that goes to , 

I -those — the maxj.mum grayt, the g/-ant that goes to those 

y with "the lowest incomes in the Pell Grant Program 

.will go from $1,600 to $1,800; up to families with 

incomes of $8,650. 

For tamilieS from tt&re to about $16,000, ^ 
there will be a'25*percent increase in trtfe amount of. | 
money they get on the average, rdughly from $^50 to J 
^1,050, and for families from $16,000 to $2?,X)0Q , 
inc6mes, they will*receive ^i" $250 grant. , '''^ 

\; ' . ■ »■ ' ■ . 

That will go to roughly 2.2 million stildents 
that las^ category. . ^ 

In work study, the President's program will , 
cover, one million students, 380,000 of which will come 
from Ifamilies with incomes over $16,000. « ' 
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• The Guaranteed Student Loan .Proqram wilV 
program npW available to families with ad)U8ted qro^.s 
iifconieBK in *Jthc tax sense, pf tip to $45,000. The pr<f«ent 
level ia §«)|000» and they will receive rtn interest^ 
subsidJl^b^f'^ a^ut $25t) p€>r yeti'r under that proqrafn. but^ 
mportant iW that thlay will roqei.ve. the \ 
' in the ovcr-r$J6,000 range to ee^se liquidity 
have throuqh the loans. \ .' i 

♦ , ■ i- . . 

e Will bo 56ol,,000 families, we estinwi^e,' 
pro<iram. 



d like to Second what the President said, 
lly is an example of ^the«Administratlon 
'working together, ^hat.I t)iink is very 
like tOt. g^ve Congressman Ford ai\d.-then 
make some comments. i 




AS the Chai 



^SMAN FORD: Thank you Vfery muph. 
bf . the* Post-Seconddry Conunittep j.h the 
House, we expect that we will be moving quickly to^ * 
cooperate A^l^ Senator Pell, Iwho was the first to move 
and especjflk^ .since the bulK\of :this .progreun is going to 
be an^inqrilfte in the PelPSL^^tE^f to introduce the 
legislatii^Bnd move .quickly.; 

'.^S^bfc very 'much extiited^about Vhe fact that 
President^^Mr and Secretar} Califan6 initiated this 
action and started negotiating with the Congresaf and • 
with the edi/cation comAiuhity irtonths a<jo to bring us 
toward today. ' And it should be noted, I think, that 
this will be the biggest single infusion of funding 
for middle-income college stud'ents in this country 
since the adoption of the GI Bill at the end of 
. World War II. 



It marks a very dramatic shift in using 
Federal resources to assist students that have 
increasingly felt left out of assistance from State 
and Fede^l Government in seeking a college education. 

X am' confident that it will pass through the 
House-^of Representatives very quickly and it will be 
very widely supported on a bipartisan basis. 
< ■ . ■ ■ * . ^ 

Thank you, Mr. Secretary^ 

/ . • •■ 

^ ' SECRETARV CALIFANO: Senator^ Pell is the 
Chairman of the comparable committee on the Senate side* 

SENATOR PELL: Thank you, Mr. Secretary. 
i congratulate you and the Administration .on recognizing 
the problems of middle-income America wt\o j>a^ the bills, d 
the work, pay th« taxes — and are suffering a great deal*— 
at this time J and the approach that we 
Always sought, some way of alleviating ' the strarin' and 
really almost the agony of a middle-income family of 
having one or two or three children attending a college 
or university. 
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/ exictA a wi U bp decldod[ on ' 



i V £ in tlje grants? .Bjlxt thie ,«ipount abac^utely <up«rb. 

i:?^^V3^f^^^^:;7P'^^ 'ah^ Gu<w*Bnt6ecl student 

'^■\\^;'t6«M G)(ifjtft8,/^l tlilittc 

f V air*^:o6t r«c t: , and/ wl thin thpse f ramewolrkiii^ t here : jHjL 1 1 
^r^VotebiV be a IvlLtle 9iv« and take aa^' move along. 

So cojj^gratulaltlons to, the|, Administration 
■ on this pro^ra 

SECRRTARY CALIFANO: Senator Williams? 

SpifftCOn WILLIAMS t ThanK V^u, Mr. ^^eoretary 
You know the rfeed that we are addr^sing ottr^elyes to 
has been fullv appreciated by Congresis for^a long t^**. 
^p have been Grappling wit^h methbdk am^ntean» to'tneeyr:-^ 
this need. jj ^ . .* . ^ ■ 

8)dmet'hing new liaB* bi^en addeS?' we^^fre 
In full. Wvoinmenbal partneijship] there, the Execlative tfnd ; r'i 

^ / both KouseJiJjJtofongressv and with this unity ^tipiih^t^^^)^^ 
4nd coimiitm«mti2>I ^ihink we can cbnfidentlV predict; : - > y t v*- ■ 
that we wilf ^a^e a program ready ^for -both Houses oC ' ' • ^ . 

Congoess ebcpeditioasly /arrived, at. • And we can see a new 
law. as reli|fef to, the hard-pressed, middle-income barflies • 
, witi^ Voung Jpeoplc in college. ' .-\ . . * i 





Human -Rejiources, Bducatlgn'^aiid L^bof , Sej!fa^>*an4 -Hl^^Sf* p 
. and Wheh|%*e are!.in that reiatlonship^^^-»feA3e^**i^^ , 
V *. . \done. when. 6t her committees sKare r^spo7iS^kyi;iiyie»«f r^^^^ 
f\ * Bometiiies we'^get — forgive the,exprea^io^. — bogged* ^ 
down. (Lajjghtei;) ^ i " 



. We are working with Carl PerVins an<i his 
K- . 'good Mdmber^f Senator. Pell, and I knoyi^lfhat we can. do 

' \ CiVr. paJt of thp. job ' and 'do it vith. diapit^. <■ . • 



't * . Thank you. 



it' r . 



Hi! 
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^ V^v .;i^NG Mr^ Si*cfata/y, hiyond * , 

con^ratuliiting Pifesldent Carter and ahd^, ; * 

CbjpgrbiiiMl^ Ford !^nd Sen 

^h'4t:'4^s iiadc:po««i&l« thJ a .day "^and beynnd reinforbinc|: :ihe • 
xtti^t/afid advantageous .impact this new program .will 'ha^i$,;'' > v 

ori iiiiWXi-i^^^^ is one other ficto^ I | 

tfould like to roehtionV That is that this^prbgram will ' » * - 

help strengthen the pattern of, diversi^ty of American po8t-< 
secondary education. I represent a'distrlct in^South ,Bend, 
Indian^, that exeapli^ies thai, point.. » .\ '* 

I. : We have Notre Dape, St. Mary's, and Gkishen College 
i^nd in^iana University an(f Purdue and Bethel CollegV, . t'he 
^whole spectrum of public and private kinds 6f institutions . 
whick^most of us thinh, i believe X am confident ift saylna, 
4t«.>ssential to maintaining a sfcxong higher education/'^' 
cpBimunity iri the^ United States. ^ - 

• . ' ■ ■ ■ • * ■ ' ;: 

' This nijw prograip will vheip make possible .a continua- 
tion and a strengthening of the pluralistic i)hase8' of American 
highel education.. That isvinother reason I am so enthusiastic 
about it'. ' ' . 

SECRETARY CaLiFANO: Congressman Thompson. * 
" • . . ■ . ^ .■ . '^s. ' ,^ V 

CONGRESSMAN THOMPSON: There is. little to add , 
except Xto express my. gratitude now to my colleagues for the 
tremendous amount of- cooperation and work which has gone JLnto 
this Wer a t>toriod of months. We have gotten along- rf ally 
spl'enaidiy. We have arrived at a formuj^a which has been 
rathbr desperately needed, an alternative to a n^jfl^er of ^ \^ 

Other trnggestion'sKi/hich */ouldn*t be ne^ly so eff'ective as 
WiU thili. : ' ^ J 

. ■ ' ■ . -\ '' " ■ ■ ' 

I look 'forward to expedi^tious- action and complete , 
coop^ratix>n between these two committees. ^ " 

■ .% ' ' t 

! » • SECRETARY CALIFANO: Congif^sman Biagg'i. 

» » CONGRESSMAN BIAcdl: Thank you very much, Mr. 
^ecreta^y. The jpreceding speakers have, said it all. But 
as rfn advocate ot, the, tuition cred4.t, I am satisfied 1;hat 
this ptogram'is sMper?-9r; will target in pn the roost needy; 
. broadens t)^e approach; responds to the needs, of the middle-/ ^ 
incqnie and provides additional funds. ^ ' . ^ 

, I am just pr*iviJe^d ta have been part and parcel. . 
.of the^entire picture. I congratolate the Administration. 

• ' / ' ■ * ■ ' 

' SECRETAW^ CALIFANO: *We saved ^the best for th^ last. 
^» have to take thi# opportunity; /in, introducing Chairman 
Perkins, tb oiote that I have» had, the privilege of working ^ 
with him for a long^ long time, since the Johnson years,, and ^ * — " 
-also t;o note> if you'will forgive me, Carl,, that' in addition 
. to working on teducation and labor matters, I am ^constantly • . » 
tCtiked, >rtiy diSn't you move against tobacco-subsidy when you r 
went into the anti-smoking campaign and lb was, phairman Perkins 
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vWhp;" Waid to n»e , > "Why dun * t . you fooJc a t ;t he quG8j:ion o f 



•4 • 



whfth'«r or' n6t ihybbdy.^smok^^^^ smoke 'bepause the 

?r;Vv ;CSoWrrtuii*nt fifyi a subsidy?:* And when I looked at ^hat4 questipn. v 
fHA;^t it is iir relevant, to th^ decision 

*■ ' ■ '» ' ' > ■ ' • • • • ■ , " . 

X talked tO'^im about a* lot of things^ and I Am vartry 

hiippy io.ibe h«re With hi^^ . . » ^. * • 

i . . ' » - ' . :''-v ' 
SENATOR PERKiyS: ThanX ypu, Mr>^Secretatfy. \ 

■ . ^ Firat^ . let, ne cowplineftnt President Carter for 
/Mj^ointifi^. auch an autst^nding ^Uneticah as Jbe Califano as 
V Sacratary of HEH. * . • . • . 

\ ■. . ^ * ■ i ' . :• . r * , % • 

^ ■ ■ , , ■ k ' . ■ . ■ ' 

♦ I- think he; is one of our^ greatest men in government 
todfy. Everything 1 feel. thatVl>as been pertinent to the 
(|uatftioa has already* bept^^^ated. 

' -V . ' ■ ' y ■ , * • • • * ■ ^' 

The I'eli grants -- we did not. come by Chose ^(rants 
isasily. We •ran^he compittee all nlgh£ long, the Committee 
Oft Education and Labor, along with Senator Williams and 
. Senator Pell. Wi are not about to let tha^^t prq^sffam.go 
down the drain anywhere a^^ong the liB*v - . * ' * 

^ Arid the, President and ^ecre^ry Califano, with this ^ , 

extri, money, have certhinlV, in my jja^lgwenf/ headed thai^ * ■ 
situation off ._ At, the same tin*,^ttii8 tnition^granfi (fUf;ptii»n * i« 

^ oot a. new question.. When wd ena^ed the Elementlry and Setbndary 
Ed&cation A*ct ba6k in -19*65, we wdre confronted with some of. the 

i private ins titutibns throughout the dountry, that we couldn't 

* . V add tui*iton credit at >hat time. T recall it distinctly. But ^ 

here again the Secr^tar^ ot heW and the Presi^nt resppnfte^d 

* »and concentrated on the disadvantaged^outh in elementary - 

> • ana secondary schools in 'America. ^ . • / • 

■ I . ■ ■• . : • ■ ••• • . 

; '.This pttxfrwk toda^ announded" rbitj^eyt rates xn»j 

^ those most In , rtfeed througRout America aqd gives all the middle- J 
"^<* ' iiicomf^ people a great and treWndous break; / 

, *» J I i^^l- confident » Mr. Secretary , that we will not ■ . ^ 

have ijhy problems in , connection 'with the enectment of ^he si 
program, «nd Isti me coroplimffnt, .before I sit down,(]^ •• ■ y 
%• Co.ngressme.n 'B'^ademas and Thomijson, who for tpny years have 

^^worked on the student* assistahpe programs, perhaps hardeif than 

• * iinyone else in committeettAn our side of the ais^e. 

■ • ^ > \ ' • ; " 

^1 • - Bill Fo»d,'who has taken the lead, iias come out; 

strong/. for his strpng student assistance programs, which is. 
swell demonstrated' here today. , 

♦ ■ V ■■ . : • ' 

^ But on Jthe* other side of^the aisl^e, 1 would be derelict 

* V ,in* responsibility ^if I failed to state that the-' Peli grantii 

'would not have co*e into existence* back itivl972 but' for that, 
grqat Senator from Rhode iBland, Senate)^ Pell, and the . ' *' ' 

* * coopeiration, the closfe cooperation he had from the 

' distinguished Senator froih New Jersey, Senator Williams. 

With that cooper atioij today — Aere may be. a" few variations, ^ 
• Mr. Secretary -7 this pVoaram will move expeaitipusly and 7 ^ 
. it will* be the pro$:am'that will perve miilioits of students - 

in the future, those moBtly in need and the .'nji^ddrer-income ^ '-^^ 
- students, just li)^ it has served in the past."; ^ 
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, Thin is going to be a consi^lerable inprqveinet;tj • 

and you are the one to bQ congratulated.. . * 

,i thank you very rauqh. • * * 

' ' , * •. * '. / . ■ , * • 

SEdREtARY/<AWrANOt Thank yoii. I don'^t kn^ 
if you have any q^uestigns about the pro-am, 

: /'V ■■ - . ^ > ' /■',......' 

* ^ Yes? . 

» 0* ; I work for the Chronicle oJ Higher Education; ' 
The PcesifSeht indicated thhC^ costs ^^coliege hadj risen, 
about 77,:>percent. In that same pdrTod, the medium^ family \ _ 
^iifepme Y\am gone, up almost B9 percent. My question is* ^ 
in light of that, j^^hy the empha^in on middle income? 

""^^N,/ r, SECRfiTARY 'CALIFANO; Because there are — and t;hose 
nunbttrvStelp^answer the question as to why a tax credit 
doesn' t make sense. . This program is focus^cl on 
' middle income %U.th a variety of proposals to provide for 'n 
^'vari'ety 6{ needs^ some %hat h^ve a problem which is f 
basically » liiquicU.ty problem; they don't Jiave the ^caeh 
at that -time; ' ■ % 

\ ■ ■ . 

Lots j>f other*expenses have gone up. Some of. 
. you- may realizj^ 'that ..hospital and*hea:^th costs have gone up 
far more, 9.apil3ly than education coats. We feel tH^t this 
kind of •three-CQr^e're^ program with the other student * 
Vissi^tande program^ maktfs mucN more sense in responding t(^ the 
variety of needs that middle-incdme families hi^ve than ^Jdst 
giving everybody a $256 tax credit. ^ ^ ' - ^ /' 

, ^ ■ 0 If th^ tax credits are considered inequitable 
then }y>w could it tie tconsidemd equi^abie to have the flat 
«$250 grant between ^li6,00() a'nd $25,000 when you are dealing 
with an in9Qme th.at is 50 percent mo;;e than the lower' 
inc^jne? * ' 

; . , SKCRETARY CAI^IF/\NO: .Tbo most inequitlble part of' 

tbe tax credit program is *the' portion of the tax credit 
program that provides under the Roth proposal, I guess^ 
a quarter of a billiSh dollars. to people above the 90th^ 
percenti^^VHi ^ncome in this country and under, the \ ^-^ \ 

^ Packwood-Moynihan proposal -inorp Chan a half billion db'lJfrs 
to people above the 90lth' income percentile.^ That is avoided, 
in this program. . * * 

\ - _y 

* , * Secondly, our f eelinqj w%s that j^e should concentrate 
our fodus first u^s to $i'6,0p0 and makp sure that those 
.people rpceiVe substantial increeses because they arp the 
moft* oppressed people and then secondly, the group from . 
$16*000 to $25,000 we^eoided to take care of with a minimum ^ 
,grant. of $250 and also increase other, programs foi^ their 
children^ ^he work study program is increased and ^Iso to ** 
^increase their opportunities to get loans. 

• • . • . * / 

0 But how do you justify the same grant for ^ 
someon^ at $25*q00 as someone fOr $16,000? 
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??;^'V *; • ' ; , SECRETARY CAtmNO j 1 think we hay© made, a 

ii-''\\?T»^ range that 'grant coupled with the " *^ 

'^i.- ir^^^^^ look at this prpairan alon«. 

.Thtix^' .tite •ome people in that range for wliom that grant ; 

T>.!>^^^ But th6re are many people in that 

y^o^^^w^^^ help beyond th* grant, . . . . 

' ■ ■ : . > ; \; . V : ■ >• ;. ■ 

.> .^ \' That iholp, ik .available; either in work gtudy ' . W 

* ' prbgraaa which have also been indreased^ or in««the guarantee 

sy-V;. >f udanv loan 'ptograms'., . , 

■•■ *A ^ » . • v • • . 

' -t i*. * .0 ■ Secretary, $2S|>000 gross or adjusted gross? < 

■'..<»■ • * 1 ■ ' . • t , ' , "'• ^ « - 

\*>^'. * 1- * . SECRETARY CAtlFANO: It is adjusted gross income. • 

.V" r • ■ V ■ . • ■ • ■ • ■ ' . - - 

\ » ' 0 ■ . How high could that ooncei^vably go, then? . # .. 

•■ ■ - ' ■ • ' . - ■ ' 

\ SECRETARY CALIFAlJo: Pot. the grant, It is $25,000 flat, 

\. Cpngressjnan Ford indicates. . ' 

0 ^ $25,000 flat^? ^ ) 
y • ' \ -\ : . * - * * 

StCRETARY CALIFANO: $25,000 flat. ^ On the. $30,000 
to $45,000 for* the , loans, it 'is adjusted •^ols o.^come. 

\ 0 The private university presidents are saying 
• . ^ that they are' liaft out in this despite, what was uiii about 
private colleges beino tak^n care of in thi^ . * 

^ 0 SECRETARY CALfpANO: What pijivate universities? " ' 
Not .the private univetsity presidents th^ ^e. have talked to.. 
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Q Th« h#ad of th« National A»«ocfiaUw» ' 
Independent Colleges aijd Universities, because there 

. is no S05G8 in this thing. ^ J ' , ' 

CONQRESSMAN FORD^ It is SEOG. ' As a matter 
of facti we tafked — the prfcsidents .wore irf here this . 
%raeK and re\*iewed the philosophical basis for every, on^. 
of .the components of this procjram and they were ecstatic 
about, ii^ \ • . 

* . I don't Msc that word as an exaqgeratlon. 

The priyXtf) schools with regard to tax credit — this , , 
co^l as a surpriBe to people who haven't examined the 
ph«non»enorr>-»is an unmitiqa'tod disaster Jjecause $25^3^ 
family is «iot going to help people who are sending members. , 
of theiii family to colleges that may range up tp $7,000 or 
' $8,000 a year in tuition costs alon^ « 

p • • ,^ . • ^ 

' Where 'it is possible with this pack-age to 

do something, the question va» Raised what is the 
difference between a ^250 raw ^ax credit and the flat 
$250 bet\)>een $16,000 and $25,0Q0» in this progr^im; very simpre* 
Every^ college student, virtucjlly every college 
etudont coming from o' family or themselves having a . 

' . family — a typiojjl eswimple wdu»ld 4>e a woman, supporting. • 
two or three children who decides to- go back and fiinish' 

•* hijkcallege edvlpation as, an.opportuiTiity.to.be a better . 
source of stjpport'for ffcr Ehmily;*she presently 
totally left out. ^ • ' ' ^ . ^ ■ , 



' This hew prograi% Lots her get into the 
saiM family income schedule As if she was the dependent 
student -of- someone else doing the working and providing 
the supj>ort for the Eami'ay and for the first ti(he will 
make it possible^Eor her to get a grant that would in 
fact pay a aub^antial part of her tuition. ^ 

\^ • In addition to that, we are^ expanding the 
Guaranteed S|:udent; Loan Proqraip to the point - 
where the middle-income, student who has been 
completely lofV out of that program is r>ot only going 
to have an opportunity to borrow the money before , 
school sta*ts and have it on hand, but they are going 
to get the same interest subsidy 'that the low'-inc6me ^ 
stvjde'nts get" now, • ^ 

And most important is Chat we avoid taking 
a Ibt of mono'y out of the treasury anTJ qiv/ing it 'to ^ 
people who* arc \n an ^ncomc, category .wher*' the, money 
Xsn*t going to malce any fli f-feYence ,in terms of whether- 
'someone goes to milege o^: not^. Any wasted if there 
be any. i» termsVof t^he money thai* is in this program 
. that doesn't J?it\the midd^e~inc6ml children falls bacJc 
to the lovT- income St udonlfiL, 

' ■ ' .' "t ' ' I • * 

As a matter of fact, every one of the programs is 
improved for the alreatiy qualifying low-income ^ ^ 
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■tu<l«iitB lit %taim timm that we qualify this imw - 
grpup of :ptopl«. Unlike tht . tax cr^its/ this ' > . 
^ro^tlm.^Soes Help the middle-incone student* at the 
•^P«*»IN» 5>^ J-h^ low-inpop» atudent,' That :i»'»omethlng 
we have tfomd toward. ' , 

■' ' ' « ^ ' ' ' • ■ 

That it part of the reason that we r\^ve 
thia kin^ an adjqatment in the grants. t - .\ 

. ■ ^- 

8EC«EtARY CALIPANOi I m|«|ht add. one othe^ ^ 
thing that i» iinportant to note aMiit the tax credit. 
It. Mena to me^as a Wation is the context of makihg 
educational porioy cohtfrentlyj. it is very important . 
that the financing for that educational policy, which 
is-'one of the major ways the Congress helps niiike 
thafcipol^cy, be handled in a^c9hec«ht way in the 
Congress. . • . ^ 

There are committees on education that ' ' 
are expert in this area that in our judgment should 
the repository of dealing w^th the fihancin<t problem*: 

-Q Do,you,think a day will ever come . 
that this Administration will want to ^Ve some > 
financial help to'feunilies paying, tuition for ' • 
elementary or secondary school, education? 

SECRKTARY CALIFANO: I h^ye dealt with 
tha^ question before. It is not reiU^ly directly 
related t^> thia. * "fhere are many problems with that: 
There is a public school systeih.which is available 
fo(r every child in this: cbuntry^; * * 
■ / . - ^ ' ' ' \' ' '■ » 

/ ^ 'That/ I think, significantly distirfiguishea 

elementary and sepondary, school from hi'gher education. 
I am one who sends my children to prj.vate schodl. I 
think I should pay the tuition at Georgetown Prep and^ 
Stone Ridge' if I choose to do that. ' 

\?hirdly, -that kjtnd of a ptograA in t^rms of - 
policy rbuld mark total erosion of public eduoatioiv 
ia the United States, a tradition that has been 4 . 

conS4(^red critical to the development of our society 
aa a democratic and free society.' 

1 ■ ■ ■ d> 
" '«t. could also create problems in, terms pf 
p^rpetuqitin^ \or beginning academies to* avcdd racial • 
in^gratidn Wnd there may wel^ be constitutional 
problems with, it." 1 don't practice law'anymore, but 

V I wennd like to ask the Senators if 

they think now this co-opts the' tax credit* forces, 
j»hat the opposition is<'going -to beV how jb hey wuld 
Assess that? *" \ . ^ t 

■ ^, ^ / 

. SENATOR PELL: I don't know, if th^t is the 
wordf. We hop9 this will come through as being a fairer, 
more eqiftable, more eft^ie-nt,, a better way of reaching 
the target.^ The"target is the mi{ldle-income family. 
We will no doubt .hVive votes on the otiier approach. I • 
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just liofM that our iteiiilwrjrscKr^is at tha Sacretary 
fuily daacribad it, as tlW far battar way of Mating 
tha naad. 

0 Wr^ Secretary, where !• the nortey <Jbinq 
to COM fro« to pay for thii proqra«? . 

SBCRDCTARY CALlFANOi Well* tha money, the 
$1.2 billion of it 4s coNinfi out of the contingency. 
The othaf $2Q0-piui ■ill'ion wat already •idaijtified 
in the HIM budgi^t. 

Yes? 

Q Mat any attempt made to determine tha 
impact this program will have on minority education . 
patterns? 

^ECRTTARY CALIFANO: Yes« Indeed, It qoei' 
to one of the points that CongralSMn Pord made. One 
of tha important things about tSls program is that what 
we propose enhances the grants, loans and work study 
DcograM available to the low-incoM f allies and 
ItldantB; And we are not propoting a middle-class 
program a^ their expepae. 

Secondly, I note" that tha President's 
budget in terM of developing institutions calls for 
tha full amount authoriied by the Congress, I believe 
million. 

Q What is the target date for giving out 
those BBOG grants? % ^ 

SECRETARY CAIilFAWJ: Thi^s Is in the fiscal 
1979 budget. The money would be available on 
October 1, 1978. , ^ 

0 Mr. Secretary, you have all the 
Hemb^rs of Congress who are associated with working 
on educational grants up there, but no one who 
has jurisdiction over tuition credits. Have you 
talked to Senator U)nq and Chairman Oilman and what 
is their reaction on holdinq back the tuition credit? ^ 
# ■ , ' 

^* SECRETARY CALIPANO: I think you will have to 
asK them what their reaction is. 

0 Have you discussed the other half of 
this equation with them? 

SECRETARY CALIPANO: I think the only Sawttor 
-that I know that has vrgproualy sxpresaed his view In 
\ecent months has been slrnMpr ROth. I think I would 
let them speak for thema^Bt on this subject. 

SecMnry, 



0 Mr. SecraCry, on October 19, 1976, whan 
President Carter was campaigning before a group of 
Catholic educators, ha told them he, was firmly 
coMitted to finding constitutionally acceptable 
Mthods for providing aid to' parents whose children 
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attend parocnial •clt(M»i 



I beiieve the DcfUjcratic Platfor* had a * 
plank thut ajid pretty mjch the^ «amc thiruj. Does what 
you have nifl with roqar.i to pr'ivaec clfmontary and 
•♦condary icr^U this w>rrunq meart thjt the Adminiit rat ion 
intends to fofcqet th«it .jlfij^je or luit what? \ 

SECR^ITARY CAMFANO: "^ho Preiident-^io laid he 
%(Duld provige aid to roliev** the burden on the middle class, 
He !• keepi^q that pied«|c. wc ^rcv in my judgment, and, 
MVU^ontinuA to keep our pledge to support e-lementary ' and' 
^•bconcUry parochial schoola in a constitutional w^. 

\ 

' ^ There are provisions in \he Eleijlentary and ^ ♦ 
Secondary Education Act which we arr funding and through 
- whictwwe ore providing ^ substantial .imount of money / 
to those schools. We |4ve substantially increased the 
funding in that ieqislltion. Those schools will benefit 
as a result. * ' . * ^ . 

Secondly, ono nf their ma3nr irnncerns as 
exprfssed to me and as rAayurs of large cities have 
expressed to me, is that the equipment that they^are 
entitled %^ ugder the low does not get to them on a 
tiMly ^nd prompt basis. ' 

There IS -in^.iut h(.t 1 1 y thnt l«tiislation 
which *permits^ US tr> bypass the St.ue school superintendents 
.if they do no*t move that cHjmpmont or books or what have 
you put fast enough to p.irofhial schools. That authority 
was never used until the p^st couple of months and the 
Connissioner of Education hjis begun to use it to expedite 
the* getting of material to those schools. 

But I do- not rhink that the tax credit 
yhlch IS of guest iofi;4bU' tonst itut lonal ity , which would 
seriously undermine ^Jubl ic education in this country, 
is the wiy to provide holp tri fhfjse school^. 

0 Di] 1 Tholhfis i rom Congressional Quarter ly . 
In October' 1976, to /nt back t-o that gaestion f^r a 
moinent. President Cvirtor promised thr President of the 
■Association of frhit: <'ofholir r.rh'.^.l Arlmini st rators that 
if he •%#ere elected, hr woiild find a way to aid parents* 
not simply schoola, in paying tuitions at nonpublic 
schools. 

Are you sayin^i now thot that has been decided 
to be i^nconstit utional by t he Administration? 

SECRFTAPY CAl.IKAfiO: No, I am talking about 
the ti'ic credit. I said it is of ^qu^st lonable 
constitutionality. I'waH.ralking specifically about 
th* tax credit. * Every t im« we provide any assista;ice 
to nonpubl/i^schools, we help the parents of those 
schools; rtbviously, an*d W iro ^oviding such 
apsistart&e throjqh th^ Kl*»«entary md .Secondary rdur/itipr. 
Act. We are looljing for other const itut lonal n«anS to 
do this, but yo>j know. th»' Prr^sld'-nt w»is very careful 
I 
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•mU 4r«H.« v«ry ftKirp distinction tet%#een the candolr 
'wilh^^ich PrctJiident Carter dealt 'with this prot^lem^ V 
And the «6s5>lute false intcqrity, faisf hope with \ 
which President Mixon deolt with this prohlwn'when he 
pro«lM|d-^he Catholic scVxils of this Country ai<J, he 
knew he cqfUld not prQvidr ^n a constitiational manner. 

The President ^Iw&j^s indicated he would 
deal with this in*a constitutijonal Manner. I think 
thOM Schools, recoqniie in the work %#e have |^e^ doing 
with thieii oves the past year, that we are 
that pledge and ve are*, continuing to look for ways to 
help th«i. .'^ • 

.^One more queistion. 

i ' Mr. Secretary, there is apparently 
A large problen with students defaulting ^n loans, 
- apparently 25^rcent or so. Is there anything \ 
• built into this progrart* to rectify that? 

• SECRETAWf CJ^LIFANO: He are within a month 
at ASM of substantial and significant administrative ^ 

^ and other changes in ^11 these programs to tighten 
up on those procedure*. When we have all our plans in 

. order, ^t#e will announce them. , 

1 would note siniply that t^e decision to 
isove with aU these programs was made with me, at 
least personally, and 1 think the o^Kl^"^" here, 
recoqniiing that we have the means to deal with the 

*^ problesis you raise and some otfPer problems, and we 

can put in condition the administrative machinery • 
to d«alVwith them ef f iclentlyso that we use the tix- 

, payers' iM^ney prudently. 

Thank you. 't 



END* (AT lOrlJB A.M.) 
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FrMldmt Carter i» coondtttd to lncr««iizig student 
f litfncl Al iKld for mlddU IncoM fgalllts wl.th childrto la 
eoIUg*- ^Tomrds this «nd» tho Adndnistratlqck^l^ r«qu«stiiig 
A $1.46 allllon paduigs of grants » vork study aftd ioaal kn 
fiscal W9 to prbvlda addi'tional studant Assistance vlthln 
fete fraMwork of axis ting fadaral prograns. Of this total » 
1250 vilXioQ #ak-raquastad for thasa purposaa in tha Prasidant*i 
tadgat, and tha additional $1.21 billion raqua*t will cona 
£roa tha allowanca for contingancias. 
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llhMt propbtalt eons ti tut* «n uDpttc«d«nt«d Increastt in 
•tisdaat aid progrm £or higher jtducation from $3.8 l)illioa 
^ fiscal 1978 to $5.2 billion in fiscal 1979. a growth of 
alapft 40 pareant* * « 

.Thara alioi||.dba oo ^stakc that a Prcsidant ^its.in tha 
Vhltt Bouae who eaxM daaply about th« quality of aducatioh 
1a Aaariea. 

. Wa ara. grattftd for tha advice and counsel givan to us ^ 
b% thm •dueatlon laadars in tha Congrass Sanator Willisms, 
Sanator Fsll» Baprsssntativs Parkins » Raprasantativa Ford. . 
RaprasattUtlva Bradamas and Raprasantativa Thompson. With 
't9ialr auppore» wa can maks this historic ptopo^al a raality. 

Tha Problam . ^ , 

) ' \ . . ..... A 

In tha la^t>daeadar tha cofts of sanding a sop or ' 

* ■ • • * '. ■ ' • 

dadghtar to ciAlaga hava risan rapidly. Batfvaap 1967 and 

1976, avaraga- ccl^Xaga costs In^taasad by 7?X to lavals^so 

high tihat many mlddla incoma parents „, thaojbaWas eollaga 

• ■ ■ ■ ■ ■ ^ , ■ 

gra^fuatas. hava raal f aars that wh^ tha tlma comas thay 

althar will ba unabla to afford to giva thalr children tha 



it wnan t 
d t;o giv 

banafit^ thay racaivad'or wll^ hava to 'maka axtraordlnar^ 



if leas to do^io. 
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For popr families, tha hope o 



lifted out of poverty through the oilcatidnal oppo/tunitres'^ 



^'vhich they t^emselvds did not have 



haying their childn 



is J-ikevise '^hreatei^ed; : 



today, average costs f6r* tuition I room, and board at a ' . 

" ■■■}'*'.' 

private^xollege are over $4,V00 per year ^ a total of $19,200 

■ ' • ' ' '. ' , ' * ' 

' for t^ f our years required tb*obtain^a bachelor* s degree. 

: At soW colleges, these yearly costs have risen to $6,000 or 

$7/000 or mc^re. And it is not just costs at private schools 

«v vhich hjave s1cyro<;keted. At many public universities teday, ' 

a student ^an ba ejected to pay«over $2,500 j)er year to 

c(yver education-related expen^jes-. * ' ^ ' . * ^ 

r* ^ . • , ^ . _/ ^ j 

> For a family . earnftig $25,000- — the 90th percentile of ' 1] ' 
income in this c<ytoJ:i^ — ^ $5r7,000 ^ year is dbvipusly a -? 
gre^t burden. 'It .wS^ course,' a^ ever) greater burden^f or • 
family gaming the mediSto ^i^cbme of $15,000 per year 

i;. "^t^:.". ■ » • • . • . ' .■ • ; t, ' • * * ■ • 

'then such accost becomes almo8<t overwhelming. And families' 

..'»'•' 

j^haVe two or three c'hildren in post-secondary schools, higher 
education costs cto be.p^oliibitive without fiTnahcial assistance at 

As ^resident Car tor jodlcated today, actloft Is needeil^ 
■ ' ■ ■ , .. 

now to deal with this problem and tq help assure th&c a lack 

of ritburces does "not |tji,r*|ljLn the %rky of those who desire 



\ 



30G 



' t 



to go to college and who can benefit from the experience. 
Higl|ier education Is one of this nation's inos4: vital resources,^ 
•jflocid w& must make sure that qualified young Americans have 
full access to post-secondary education regardless of financial 
coqatr{A.nts . 

The, student aid programs passed- by the Congress and 
ajtbnihl'stered by HEW were ehacted to ensure access to a . 
**p6st*8econdary education for children from Vhe poorest 
families In o\xc society. This gokl is still a top priority 
of federal student assCistance. \. 

' THe participation^ rate of th£ poor ik post-secondary 
education has risen drastically and is fast^ appro^rchlng 
that of" middljB "^(iSSma families. We must conrLnue and expaltid 
thi^cdhmitment tovstudents from poor families. < Bti^ tlie ^« 
t^me.has also come^to extend a helping hand tt'^amllles who 



do not now rec^ive^ianese benefits Isut who also need ithem. 




0 



^ We must now also recognize ^at many middle income 
families are finding the educational oppprtunities of their 
children limited by lack of financial resources. &nd we 
must act to ease t^ burden middle income families must bedr 
in paying for higher education < 



1 



To M«V -tht' urgent Mcds of mlddift .Income families 
^lo fliiust shoulder the qoete o£^^gher educetion, ^ propose 
th« f ollwlng mi^asures vhich will require new b,u(lget ; 
afttthorlty f or ftscel 1979 or legtsletlve changes' or both, ■? 

iin the Baste gdueetionel Qpportxmlty Grant Fro^am . 

nhi^ provlfles Federal alisistance to students hase4 on family 

. ^ ... 

inceme and the cpst pf college attendance, we will request 

an addLtional $1^ billion over the $2.1 biUion appropriated ; 

ip fiscal 1978, Wlthi these funds, we will - ^ 



Provide BEOG irants to 3.1 million additional, 
sttidents (raising 'the total froA 2.2 \o 5^ million); 



^^^(larasteeVa |$250 grant t6^^2^ millitm students 
^from families with an.annxial income of up to 
$25,000jr including, assistance tSo at least 2;t^j«Lllion 
^ Students in the $16^000 to $25»b(f0 range wh<^(^ 

: n6t previously patticipated in the BEOGs program, 

\ . ■ . * • 

,* *■ . • ^ 

Increase th^ maximum'^grant for low incow students , 

ftom.$l/60a"tp $U800. ' 



r 



/ 
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Inereaa^ the amount of the average- granr by $200 
V to atudefits in fanillea with incomes between 
* ' $8,000 axi4 $16,000 (from $850-to $1050). 

. ? ^ Eliminjjfll inequities in the treatment of self- 

stipportin^%tudents , particularly those who have, 
dependents, ^ 
' • . - ' ■ . r : * * 

*. Ne^ly $700 million of the $1 billion increase we will seek 
In BEOGs will be concent r&ted on families witl? annual 
iHCOQPis between $16,000 ahd $25,000. . / * >^ 

In the College Work Study Program , which pro vid es 
SO^ercai^t of \he sa],ary^for a student's part-time Job, we 

will, i^iquest . an additional $165~millioh over the $435 million 

^ . ■ 

appropriated in fiscal 1978. ( . 

v with these funda we will help"%ovlde work opportunities | 
for as many as 280,000 new stud^Jits to bring the program total 
to more than on^*iigLllion sbideints. Of this one million, 
Approximately 3f8d, ^66 will be from famij.iea* with JjosomeaT'''"^^ 
above $16,000/ and more than two-tbir^s-^of'lEne additional 
/ $165 million yi^U^nefit 176; 000 new .i[t:^dent8 in, the ' 
. over $16,000 category, i 



■ < 



1 



I ■ 



the Guaranteed Student |iOan Program , wjiichr guarantees 
loan repayments ^d subsidizes inte»est costs, we will reqtiest 
an addltfonal $3!i7 million^ over' the §^40 million appropriated 
Itl^fiscal 1978. Through technical amendment^ wej^lV address . 
a inajo^ problem with the GSL program.— the availalj^iity of 
capital By making participation ^re attractive rto banks. 
We Vill also make families with in^mes up to -$45, 000 eligijble 
for an iiltereist subsidy worth as much as $2iO per year»(the 
present ^gSGSe ceiling is $30,000). 

,In fipca^ 1979^ thesp changes in ttve GSL program will 
support an e8timat:eds^260,000 new Joanff ro students with family 
inccwie above $16,000. In fiscal 1978, we estimate that more , 
than one million students had loans, yith about 300, QiO^ : , 
loans going to students with family incoiofis above $16'i!^00. 

. With these steps in BE0G3,*wjork Study and tl^Guaranteed 
Student Loan program, we estimate that the nxamber off a^de 
In Federal student assistance pr3|grams ^i 11 more than double 
from appxoacimately 3.2 ^ai 11 ion in fi^ecal 1978 to more than. 
7 million in fiscal 1979 ^ . Because some students receive' 
aWarAs under more than one program » We estimate that^more 
than 5 mill^n Allege students nationwide will receive * 



financial assistance from the Federal government in fiscal 
. '1979v «n Increase of at least 2 miillbn students over last 
year. . ' i A 



sads announced Jio 



In 8\nn, the proposals aniiouncd«l*|ioday by the President 
win go a long way towards easing the toll that-the cos^s of 
higher education now exact from America'^ lower and "mldd 
Income families. M ■ ■ ■ 



Tuition Tax Credits ; ' 

' Prevident CarC?Br*8 balanceH gr^t, loan and work stu(!y 
program la a far^falrer and far more sensible way to. provide 
.fjjiancial aasiatanoe *to middle income 'families with Heavy ' » 

college expenses than, as some have proposed, through a^ 

' ' • ' ■ ■■ \\ ^ 

tuition. tax credit, 1. ^ 

. Tiiition^fiax credits, put'4^t bltontly, make neither 

educational nor 'fiscal sense. L ' . ■ ■ * ; ^ ' 

1'.'* *' 

■ "■ ■ - , ' ■ ■ _ # 

■ . ■ * ■ 

• Tuition' tax credits indi^riminately provide 

.1 financial assistance regardless of eithet family 

^ income or the actual costs of higher education. 

• ■ ■ ■ ■ V . ■m'^ . 

We shotkld noJt provide direct relief for educational 




costs to the very rich; rather we should base 
<»FedjBral financial 
extent possible.' 



^Fedjsral financial assii^tance on real, need to the 



\ 
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m Tuition tax er«4its e«n h%^Ltlox&ixC^€%ly expansive:! 
The qoet-eecondary elemeoTof ,one proposel could 
coet ee nuch ae $4.4 billion.: 



Tuition, tax. credits ^11 lunnecessarily fra^nt 
•duoation polic)^ aaow different Congressional 
coBomittees. ^ V * . 



e 'Tuition t^ credits do not meet the needs of some 
^ families » e^^cl^ally those jd.th higher than the 
"median income , ^o would* prefer loans to grants ^p — 

* order to spread a larger share of educational 

. " • • • • 

costs, over, time rather than receive a smaller 

financial boost in the short-term. 
■■ * . . . . ■ . 

li Tuition ^axL ^edits are a Vl^t instrument which 
make it difficult to base educational finaticingi 
decisions on the changing circumstances of college • 
attenditnce* and cpllege costs. 



The-'student assistant^e patkage proposed by .the President^ 
*■■''* *" / 

is the 4>e St method for xneeting the legitimate needs of 

middle income families who bear the tosts of higher education. 



I ■ 
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nhils lit pxf mmam tiM providing ntftdad assiitiince low ^ ' 
iiicoqNir. fnilio who rely lariftly or vhoUy on student! aid to 
defray college expenses, \ . V ' . . 

' Finally,. I vould. Underscore that if Congress decides to 
add a txiition tax credit to the Administration 's proposed 
"-IHVC padu^ey then the .Ihreaident wiH qppose sdbstantii^l 
Increaaes' in appropriations for Federal student assistance 
ptograms « strongly phat Congress must choose between 

tuition tax credits ax^d the historic increases in Federal \. 
Student assistance that the Administration is* todaT proposing* ^ 
This nation cannot afford both^ ' \ 

• . .. \ ' : , ■ •. -v, U \ 

With the joint leadership of Congress' and the Admlnistration« 
we can make great strides in solvit&g a problem that has 
bedeviled the middle income families of America. The proposals 
anjaounced by thf. President apd supported in broad outline ^ 
by the education leadefship of the Congress — promise to^ 
relieve the burdetts borne by those parents with children in 

institutions of higher learning. 

* ■ • ■ 

. ■ :■ ■ - \ 

.■ • . t ■ 

^ ' TJlis goal is one that has widiaspread support across 
this nation* 't hope that Congress can act. swiftly to enact 

the President'^s proposals. 

/ ■ ■ ■ • ' - . ' • 

# .#.. ■■# ••- ■■' 
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TEflTDfONT OF Seg^etart Josbph A. Califano,?Jm> Department of 

;. HEALT9,fEDUCATI0N, AND WeLFAH* BeFORE; A JoiNT HEARING Op 

THE Se^te Committee on Human fiEdouRCEB and the House 
, (>)MMi3ma& ON Education ANi\ Labors Februa*: 9, 1978 

j ' Ch«lriii«i»VfilU«M, 'Chairman. Ptrkina.-€^ ^ 
Chairman Ford, mttnbars of cha Sanaca Human. M^ourcas Consi^ce^^ 
aad»mambtra of cha Hou^a Eduqaclqn And Labor IContelttaa : 



Praaldant. C^rtar l»; cbamlttad co Increasing ^studant 
collaga. 



'financial aid for mi,ddla Incoma familiar with children In 



Towfrd .this and*, : the Aaminlstratlon ill riqupstlng a ' ■ - ' 
$1.46 bllliotf package of grants, work 'sf^dy and loans in 
fiacal" 1979 tp.ptovlda a^i^tlonal st^a^inf: missis tance within ' 
;Ch^ framework of axis trf;ng; ;fa4aral. pt6g^aij^^ Of this total-, . ' 

$250 million, was req\iaste.d for tha#a p.ui^poses in the Preaildent^s 

■ v.^ -r-.-j^ ■ - ■ / : ■ ^ .■ ' ■ ■ • 
budget,- and the addftlbnal $1.21 billion request will come' 
. • ■ , ; ^ _ ■ .r' . . ■ ■ ■■■ 

•from t;he allowance for cpntingencies : - ' ■ , 



. ^ These proposals cbiistltute an unprecedented increase in! 
• ciident:aid programs- for higher education from $3.8 billion 
in fiscal. I978^cqr $5. 2 billion In fiscal 1979, a growth of : 
almost 40 percent. It is, as Chairman Ford said yeisterdav, 
*"the biggest single inrasion or funding for middle income-" 
^ college students since the adoption of Che (71 bill ac the end 
of World War II. 'V ' ^^^^ 
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n$v% should b« no alttako that 4 PrMldoae alts In cht 
tRhito leuao who c«r«8 dooply «ieum|ii quAlley of*aducAtlon 



^^tot^^ni^t, If ont oonfldars th« actual fliowt pf granca. 
«ork»' and loaa funda clue vilL ba avalltbla «eo acudanta 4i ^ 
taaule of ehaao prograaa^ cho total la ouch graatar nora 

tim |7. billion in rt 1979. Thla hi|h*r^ aaount takaa Into 
aceouBie Setts and Inatltutlonal nAtchlnti ral^n^ng from 
InatleuttonAl ravolvl^i funda. and loan funda ganaratad by 
eha prlvata aactor for vhl^h tha Fadaral budgat'.paya only 
'aubald^r and default coata. /^^^ 

• ■ ■ ■ ■ / ■■ • ■ ' . 

Va ara grataful for tha advica^d c6\ih|«l «lhieh you- J; 
and othar aducatlon laadara'ln tha C6ntra%^'havi;^'J^iV^ 
Vleh your aupporc, va can aaka thla, hittd1:i^prGr|J|M^^ 
raaliCT. * ''''^ ./o. 



810 

» ... * 

uli^ eh« xiM.aoBM th«y tltli«t will U mtbU to afford eo . 
gl^ tiMU oUXdvM cho ^oaofite thoy rooolvod froa « 
oollM« oAMAtloo or will tavo to ooko oxtrftordioArf aacrlf loo 
M 00. 

• . « 

poor fwlUoo, tho hopo tM^irlat th«U ohildroa' 
UfM OM ol povortT throuih cho odn^ttoool ofportwitioo 
^kUk ttay clMMol^o wtsf DOC havo oajoyod U likswlto 
'thrMtoMd. 



TodoTi ovotogo Goaco for cuieion* roon, ond board ae a 
prlvaco ooUofo aro ow $4^800 p'op yoar. a.cotal of $19; 200 
for cho' four TMro ro^uU^d eo obtain a bacholor't dogroo.. 
ae^OM eoIIos«*> yo^^y cores hav« rlton co )6,000 or 

17,000 or aoro. And tc !• noc Jujic cotci ac prtvaco ichoolt 
nhieh havt ikyrockacod. Ac nany mblic toatvorotctoi today, 
a •aMMc can bo oxpoccod co pay jvtr $2,500 por yoar co 
oovor oducaclon-rolacod oxpaniot. 



tho 90ch porcondlo of 



for a fanily oarAna $25,000 
IneoM In chit cotatry - $5-$7.0O0 a yoar !• obvloualy a 
groac burdaa. Ic of coutm. «n ovon froacor burdan f3t 
A fadly oamina cho nodian tncoao of $15,000 por yoair *- 
than ouch a cote bocoaaa alxMtc ovorwholalnf . And if ^ 
faallioo havt cvo or chroj chlldron In potc-iocoailary 
ocboola, highor oducaclon cotct can bo prohlblclvo without 
financial aaolacanco. 
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jM«d«d nov CO d44l vleh ehia probltm tad eo b«lp «aaur« eh«e 
a Itok of rtaoureaa doaa not aeand in tha way *of ehoaa who , 
daalra eo go co oollaga and vho aan baaafle txcm cha axparlanea. 
^Ughar a^ttoaeioa la ona of thla naclon'a aoae vital raaouroaa. 
add tua mat mk% aura that ^llfla'd young Anarlcana hav« 
full aacaaa to poat-aacondary education ragardltfaa of financial 
co«atMinta . «^ ' 

' ' ' V 

Tha atudant aid prograna. paaaad by cha Cragraaa and 
adBiniaearad >y HtV iru||ana6cad to |nauxa aAaia to a poat- 
aacondarf education f^^Hhildran from cha pooraat fanil^aa 
in our aoetocy. Thia goal it atill a cop priority 'of acudant 
financial aatiacanca. 



Tha parcicipadon raca of rha^ poor in poac^aaoondary 
aducaei6h haa ri|an draaacically and it fate approaching 
chat of middla tncon« (amiliaa. W« suae conciaua and axp4nd 
chis con&icxDanc co acudaaca from poor fAmillaa. Buc cha 
cijaa haa also coma co provlda aaaiacanca co iamiUaa vho do 
noc nov racaiva banaflra buc vho tijo naad cham. 

Va nut c nov tlao racognlza. «s a aiACcar of acacuca^ 
chac many aiddia Incona faiBilljrs ara finding cha aducadonal 
opporcuniciaa of chair childran Ilairad by I«ck of financial 
raaourcaa. And va suae acc co aaaa cha burdan siiddla incotM 
faailiaa baar in paying for highar aductdon. 
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w lilmft th«jni>^t^ «^ iaooma faplliit who 

^ ';Mit flMlia^ orfei|^«r idueatloQ. w« propps* thi 



' teUoviaf 11^^ vhioh will iM^iiri mw budftt Auchoricy 
. ; lil0C«L 1979 or ltgi^$tlvt «k)iAn|is pt bpch. 

... ... / 

^' * H ^ In cto Uaict Idilemtlonal Qptfortuaity Grant Progrin. 
Hhioh pTOvidat rtd«r«l M|lscane« co scudtnts bA««d pn 
fMLIy IBCOM and chi cost of eolligi «tcind«nei, nf^ll 
ft^MiC ta^Addit4.0Ml $1 billion ov«r chd 92.1 million 
ilpproprUttd in fiscal 1978*. With _chtt« fundiy vt will 

• ProvldnPEOG grants -- affictionatily known in 
. oany parts ^of tha country as Pall gruits, aftar 

you Mr. Chairoan to 3.]. million additional 
snfiants (raiTLng thajcotal from 2.2 to 5,3 million); 

• Guirantaa a 9250 grant .tt^^. 8 million st\idahts 
from faailias with an annual incooa of , dp to i 
$25,000, including asslstajica to at laast 2 million 
ttudants In cha $16,000 t(f 9^000 ranga who had 
not praviously particlpatv^ In ^a BEOGs program. 

a tncraasa tha maxifflua grant for low. inccaa studants 
I ' from 91,600 to 91,800 for familias with l#cona up 

to 98,650. ^ 
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^ ; : ; iiaiciftm tht imounc o£ tht AVirkgt grant by $200 
. . ■ ,^ $850 CP $;050). 



• EllmlaAtt IntquieiM In th« er«4cm«nt of s«I^- 

•'^Cfttini ntf!i^%nt9 , partlcuUcljr *t:t\ot« who h4v« 

■, ■ . »■ . . ■ ^ ' ■ ' • 

. dtpMUlinet. 



{I«»|y $700 million of eh« $1 billion lncrek«« w« will'sMk 
in BEOGt will ,b« xonctnerac^d on famillts with annual Incotnas 
bacwaan $16,0(J0'and $25,000, , In cha pasc, as you know. BEOd 
granca Jiava concancracad taaavily on lowar incoma famllias. 
Thla 'nay donay In BEOG racognizaa tha pasc affort, and iaaks 
Co maac a naw naad^ 



In cha Coliaga Work Scudy Program , which provides 
->B0 parcanc of cha salary for a scudenc's parc-cime job, wa 
Vill raquaac an addl clonal $165 jnlllion over che $435 oilllon 
^apprbprlacad In fiscal 1978. 

.■ Wlch, chasa funds wa will help provide work opportunicles 
for as many as 280.00.0 ^ew students co bring che orograa' cocal 
CO mora Chan one million scudencs*. Of chis one million, - * 
apprbxiaacaly 380.000 will be from families wlch incomes 
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: : -^iio^^ «i motr'tSw cwo- third* o£ tht addidonal :/ 

^il^v:r$td^:iipU^ btntflc 176^000 n«w scudtAcs Ih jifct ovti^ 



;ja th^ 'Stjidttii: Lbin Prograp , which guArtntttt 

^p«yjnii||t^«^ tnttrtstl^btci, wt vill i^qj^^st 

«fe addtclonal $297' aillll|i ovtt cht $530 mllilion «pproprUc*i4 
fiscal I9^8t Through Ittchnlcal imandrntnts w« will address 
a major.p^^^ tht GSL prograa— tht availability^.pf . 

eapical by milking parcicipacibu mors ararac CO banks . 
Ws yill «lso*m«ks fsniliss' with'incomss jup to $43,000 sligibls 
for an intsrtsc subsidy worth as much as $250 psr ysar <ch* ^ 
prssanc Inc^^csilixjig Is $30 ,000) . 

In 'fiscal 1979, thsss changss in the GSL projtsm will 
support an tscimactd 260^000 ntw loans cd students with family 
incMia above $16^000. In fiscal 1978, we escimat* chat mora 
than one milliot\. scudeftcs had loans, with abouCj 300 ,000 >^ , 
loans^ going co students ^th f^ly incomes above $16,000. 
' . ' . . , . 

■With these seeps In BEOGs , College Work Sijudy and the 
Guaranteed Student Loan p^rogram, we estimate that the number 
of awards In Federal 'sjjident assistance prdgrams will more 
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;;. ' thia dbubl* from approxiuetiy 3.2 vmillion in fiioal V978 co 

fiscal 1979. Bacausa soma scudancs . 
l^'^r^iiradalv)! airar ona program, wa aaclmaca thac 

4:^^ra thW: 5'!^ collaga studa&t^Qacionwlda will rtcaiva 
^ i^^^ Miiaaanea from cha Fadaral govaromanc In fiscal 
^1979/ ja ,iAcraasa laasc 2 million scudancs ovar last . 

yaar. ; ' ' ' ' -r.' ' . 



/ 



iU 3rou know, most of cha Fadaral \tudaac assiscanca 
programs ara up for raauthorizacion naxt yaar. Ac chac cima, 
wa niay wish co pr'asanc mora dacailad changes hoc J use In' 
BEOGs and Collaga Work Scudy, buc also in ocher studanc 
;^jj|f.iscanca programs Supplamencal Educacional Opporcunicy 

.iSrants, Stac a .Studanc Incencive' Grants and.^^'acional Oiracc 

*• * * ■ ■ . . ■, ■ 

Scxidanc toans . ' ^ 

- ■ . - /■ ^ ■. ■ 

Buc va balievd chac cha middles-Income problett is '-do 

urganC: chac wa'naed co offer a srslucion chat can secure swift' 

Congressional anacdnanc. The Prasidanc's -proposals will go 

• a long way cowards easing che coll chac che cos^cd of higher' 

educac ion now exacc from America s lower and middle income - 

^ • '■ X ■ • ■ 

families. Antl chey will acovide an excellent base upon wKitfh 

CO build as Congress and ue Admlniscracion consider ^ 

raauthorizacion ne:tc year. 
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« way Co^ prpyld« 
^alfetf ^^-t^l,. ^n«t««iime^ •' ■to 'nlildlM- incbp* \ f aallUf with; htavy 
||Hfa)illiiit •bma.-htvi ■ proppsiid , ' thafovgh ,* . . ; 

igi»P«i:S«^ • • ':;)^'"- ■ - 

Jyl V; .^^ to put It bluntly. niAkt ntithtr 

: tdtjcatloiul nor|^«c*l stnat. ' ; • 

i^^-; .:"v^>*-sJ^ ■ . ■■ ■. 

'■•^ # ,Tuitl4i t« crtdit* indiscrimiaattly providt 
..^ ■ ; t.^ tlthtr ftaily^^ 

^ Ineoiu ' or th^ actual costs of highsr sducatibtiV . . ^ 
Wa, should not provlda dlract reliaf for aducational 
coats tp tha. vary rich; rathar wa should basa- ■ 
Fadarai' financial assistanca on raal naad to tha 
'axtant posslbla. ' ; ' , v 

".'-'> - " , . '■ . 

. ■ • • ■ TuitlSn tax cradlts can ba inordinataly ^aR)4nslya. 



Tha pdst-sacondary. alamant^of ona *proposaI could 

"t* ■ . ■ ■ * 

cost as much as approxiinataly $4.4 billion. 

Tuition tax cradi'tji will^unnacassarily* fragmant 
aducation-policy among dtffarant Congrass|Loilal 
commlttaas. 



V"' 
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• : i^hiitfb^^^^ dtf hot M«t . thy^Mda of Maam 

f . V mtwim inccm grants in 

' Qardi(V tprii^d a largar ihara Q ad\ational ^ 
cofta jiyar^^^^^ rathiar t;hantracatva a a'OAlIar 

r^booit In thi jihort-i;arm. 



»TuiClon tax cradita ara Vbttatc Inatnimant vhich. 
mtkM. it /'difficult to baaa aducatibnal fixiancin^ ; 
dfj/iMionti on tha changing circumstancaa of QOllaga 
attnidanca^ and cplliga co}ts. 



Tha itudantjajslstanca packaga* propoaad by tha Praaidant'^ 
la tha bast mathod for maatlng tha lagitlmata naads of ^ 
mlddla Incoma f ami lias who baar tha cos ts of highar aduea^oni 
vfaiia at tha sama ttma providing naadad asslstanca to low 
Intoma fanlllas who rely largaly or wholly on studant fid tp 
dafray collaga axpansas. 

Finally. 1 would underscora that if Congrass dacldas to 
add^ti4tlon tax credit to the Administration's proposad 
-tax packaga, than tha Fresldant will opposa stri^stantlal 
incraasas in appropriations for Fedaral studant assistanc^ 
programa. Wa faal .strongly as I know you do too tfc^at . 



V 
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tia^iMii ehbosa baemM tulelon eax^^adiei And thi 
AdBl|^iie^4tion This nation cumot afford 

'■^^^Vi""*'* ■ '^..vT- . . • ' , ■■ ' r " " . '. . ■ ■ - • > • _ .■ ^- 

of Confcaii and tht.Adalniitraclom' 

tX' >idivila4;^^^ of Anarica. Tha proporala. 

' icmounea^ bT^tha Ptaildane and supportad. in broad ou^iAa > 
b7 you. eha ^ adtt^tloii ^laadarihip of cha Congraii -t promiaa 
: to raliaVa cha .burdani boma by choia pfxanca^with chlldran 

; ' to 

This Hlv^l it ona that has wldaspraad support acr6ss 
this naelon. I hop* chat Congrass can act swiftly to • , 
•nact tha fraiidant's proposals. 



ThahU you. 
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^? FEDERAL AID TO POSTSJKOroAHY SITO^ : 
; . - XiX ALLOWANQES AND ALTERHATIVE SUBSIDIES 



; ■' 



The Congress of. the Iblted' "States 
Congressional Budget , Of flee 



> fiRRATA 



Fedsral Aid ■ secondary Students i 

Tax.AI3.owanctta; and Alternative Subsidies 

Paragraph two refei^jbo the requestor of this study; 
as Chairnaip^ William D. Ford of the House Committee on 
Education and ^abor* Congressman Ford iii> actually Chairman 
of 'the Subcommittee on Postaecondary Educatidn' of the House 
Committee on Education and Labor. The latter committee is 



chaired by Congressman Carl Perkins. '^f^v-jf i 



^ **»;. • ■ I-' 



y.j; 



TltSVACS, 



for ilM^rij^ -ti^t^tiyMXWV for tha «xp«ii*as of 

.1ligh^^.|idaci|itlm:;i^ CongrMs* but uona has 

bMtt AMCtail coiicani about 

•tiM j^bmtyjoflfUdl^ tolkfford a blj||ar aducatlon 

foV thair cbll4raii» ; i6ot|srtM^^ In aducatfin tax alloir* 

aacaa la lljkaljy to pafa^^^ contlnuaa to dallbarata about 

how to proirlda*aofa\aid. tSd a^ tha/Congraaa tey want to 
ccnaldar altairiutlvM, to^^ 

Tadaral .Aid to-^ ^ataiicbiitoty. rteudanta la Intandad to aaalat 
In dallbaraif loiia;^f ^^^^ by. analyilng varloua aapecta 

of tax al|L'dMr^« : for : aducation. 'Hkiid altarnatlva aubaldlaa • 
Ittta .atUdsf Waa jprapari^^ 1^^^^ Nay 1977 » raquaat ^fron 

'Xbalr^an William pV Yord of -th^^^ on Education 

ji^^ ^6r4^ct': id,^^ Budget O^fl&a'a 

■andata to,iirovlda'iionftai^tiaa^ Wal^jila^^^ •bafora' tha 

Congraaa, t^a atudy offara >b^^^ 

VriMik^ 'S. : tuaaakV'^ ta3C"Aiia^>iif-' ^ pra-' 

parad tha itai^ti with: aaalata^^ of tha 

Buaan liaaoluri^aa nuBbar 'ofr.otti^Vr :>a6pla within 

do gaya : 'yaitjiabia^; coitaajata dad - -auggaftionf Charlea 
IXavanport.,j piiVld. t^^ Mundal, and JMiea -V^ard^^ In addition* 
aapy p^ppll,a '^titaida of CBO halped IttVl^jr.p^^ tha 
illMportt Inol^dlAg ;Barry Bolaaevaln, ibaVld '!^«, Br^i^^ Roaallnd 
;Iruno» Antony Camavale» Jean FrohllchaV^^l Vllliaa Gbgglh, 
Thoaaa J0U,y» Jpfadf Karr» Donald V* Klefet, iTphn K« Nclialty» Dan 
Korrlaaay» ^At|la Scheie tar, Eiigana Steuerle,::St.ifilay S. Surray» Ira 
Tannanbaua* 4iid Peter k» Volgt« Th'fl^ paper waa . prepared ^f or 
publication^ u^der the auparvlalon of Johanna 'Zachaflaa, Mtrtha B« 
Rpbarta ad^tad tl^a nanuacrlpt, and AIM Seubert and Shlrlay 
Hombuckle typM it*' r.", • ; ■ . " . 



^Al^lce M. Rlvlln. » i 
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Tax alloiMiicM for the expenw of hlsher educstl«i ti^^ 
^.ji^tn considered In the Congress since, the 1950s, but n6 '|n^c^'o^^^^ 
:kss erer passed both. ^Epusm&s. , Vto^iiiii^tM,'^ 
education argue in ,i^tt^cu].ar that: jHQ^V? M^^^^ 
incoae fsBllies.nov get <^ needed /,^«^;jC6 
allovanc^s . reflctcts [4 cWct^xtf ;>^^ 

ability to finance t^iw^r education'* Jyri'thp .al'i^^iroa the 

federal govermeht • > 

M ":. ^ - ". ' 

Ih fiacal year 1977, the federai^^i^^erh^^^^^ $8.5 
billion in atudent aid in the form Q^^i^rect bu.ii^ and tax 
expenditurea. Student a frcn faniliea vltKrvi^i^M $10^000 
and $2tf,OpO . (accounting for 33 percent;/ ot* 411 at^^ received 
36, percent ef thia aun although they jp^f^dttti^^ 
' jjierceh t«-of the $2.3 b il 1 ion d isb ur aed under pr b]gj:iais bs sed on 
need. ■ . ' V- ' v 

The enrollaent rate of dependenta ^:^«e49n. jfgelr:. !^]M.^ 24 
froH alddle-incoae faniliea Kas declined .;ifiic)«^^ In 
' recent yeara, however, the rate has begun to ^'a^^^c^fc^^up*;;^ 
riaing college coata account for lover enlplliieQi: - ^t^^^ tmopg'; 
aiddle-ineoae atudenta in the past decade is nncld£iir iiiw^^^^^ 
faUly Incae haa riaen faater than average college cb#^ip^ /.^BetWen 
1967 and 1976, charges for college tuition an*d other :>|e^, plus 
rooB and aboard, roae about .75 percent. In co«pariaipci|. median 
family income increased slmost 89 percent. The incomes -of thpae 
families whoae incomes were in the top 20 percent rose 95*P^'cent, 
Perhaps certain factotiN other than cost help explain enrollment 
rate decllnea. Such factors may include reduced requirepenta for 
military manpover, families' preferences to spend monejr on items' 
Qther. than education, the choice of whether to workl;^: atud}r, 
or the dlminiahlng rate of return on the InvestmentAi;^. higher 
educstion. 

A tax allovan^^e for educatipiuia o^ti vsy to give more finanF* 
cial relief to middle- income i^familles. ''It couLd take the form 6f 
a credit, a deduction, ^r a deferral. "Any of these three tax 
allowancea vould aid ml^^le- income families although none vould be 
eapecially effec^iv4 1^'cbncentrating aid on thia^^floup. A number 
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of noiiux •lUrnmtl^M could also aid .iddl^-inco** ^fMUies- 
Som of thmn% »or« coniistettt vlth prct^fi^. tax «fiid aduca^ 

tion policy • in ijdditibn. thete •igh't lower budgetary 'cpit. 

Five alttmatives are analyzed in thla rej^rt; / ; y ^ ^ ^ 

' • o ^fsit'^radit or cradit/daduction option* . 

o Basic IdocatiOMl Opportunity Cranta, 

^ .0 Student l(Mns» 

o Loans to parents, and ^ 

o tax deferrals. 

OtlTBllA fOR gVALUATIOM Of STUPEMT AID PROGRAMS 

Five criterU are used to evaluste the Qptions considered 
in this report: • 

o Cost and distributional efficiency— How auch does a 
progrM cost? ^What fraction of total benefits accrues to 
■Iddl^incoae students or their jfaailiesT , ' 

o Fairness and equity-^o all recipients get the sa»e amount 
of benefits, or are benefits plated to the inca«* of 
recipients? 

o Maintaining institutional diversity— How does the subsidy 
affect the absolute and relative .cost differences between 
public and private institutions? 

*o Ease of adainist tat ion— Does a subsidy program have few 
or MMny eligibility restrictions? Is the agency that 
adsinisters the program experieiick at making the required, 
evaluations^ 

o Budget visibility and controllability— Is the aubsidv 
program subject to annual review in the budgetary processT 
Are its outlays subject to control? 



• . nd. 
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wmaum oy hp iw imiiLiiri»ooig stoobits^ : ^ m ^ 

to «baBMl atf^'ajii^ .4Djft{^ to the UJpi'«t; Mtc^ 

la asMMlas >itK to their eostfti^i^tribw- 

tiORAl •ffieieaey. «aif lairnesa; thU riiport drm thectobclusloas 



tn Credit or a Credlt/Peidttction Wlon '^'^^^^^^^ 

Tiro yoMlblo* t«s Hlomnc— fat m^er IvducAtiiyii ozpenMs ere 
^# Msrefimdeble ten eted^ of $250 per ftudefirt tproreted for 
ipert-tiM studeote) ead an optioo for tez|iii7ere U choose between 
• nonrefoadeble $200 credit o^ e $1,000 deduction for tuition, 
,;booke, feee» sullies, end equipaest. 

A tarn credit plan of thia aort would coat U.S. Treaanry 
a^t $1.7 billion in the firat year, while the credit/deduction 
option wotdd coat routhly $1.9 bUlion, The ux credit plan would 
be Bore efficient than the credit/deduction option in focuaing aid 
o« »iddl#»ineoM faBiliea, About 49 percent of the benefita froa 
tlM credit*only plan would 'go td faailiea with inconea between 
•SOtOC^ $25»000» uhile only 42 percent of the benefita fxoi 
the eredit/deduetloo option would go to thia incone group. The 
dlatrlbuiton af^'t1(||||N benefita could be concAtrateA in low^ and 
■iddl*-incoM gioupa by reducing or ellniniiting th« aubaidy on 
iaeoM lerela aBove $23,000« The aubaidy cou^d alao be^educed for 
the firat atndent a fanily haa enrolled 4n achool, 

^ The ^edit/deduction option would extend larger btnitfita to 
Vifm^ vith higher aarginal tax ratea. The credits-only plan would 
bfler the aane aaount of benefita to aU qualified atudenta vith 
f^ily tax liabilitiea of at leaat $1$Q and thua night- be eo»» 
aldered more equiteble. ' 



Iducationel Oppdrtnnity Cranta 



Additional fi^leral aid could be provided tQ..niddlo»lncoM 
a ^wde nta by liberiilixing the Baaic Kducetlonal Opportunity Granta 
(nqc) program. The benefita o( the program— noi^ aiaed soatly at 
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loif^ and •odetate-lncoaJL itudents— could be extended to those^ in 
tosevhat higher income Ijxoupa by raising the -iaaximum award to 
$2,100 and reducing frcfe. 30 i>ercent to 20 percent the fraction 
pi diacretlKmary Incoae above $5»000 that a family is expected 
to contribute toward higher education financing. (The Education 
Aaendoienta of 1976 saised the maximum award from $1,400 to $1,800, 
but appropriations for fiscal year 1978 effectively imposed a 
ceiling of $1,600.) 

Such changeJ^In^the BEOG program, costing about $800 million, 
would benefit approximately 490,000 more students in the middle- 
income class ($io,000 to $25,000). This plan wpuld provide sbout 
72 percent of the additional benefits to middle-income students 
and thus would rank much higher in terms of distributional effi- 
ciency than the tax credit and credit/deduction plans, which focus 
leas than half of total benefits on fmailies with incomes between 
$10,000 and $25,000. 

■» ^ 

The av.erage' additional award for those' brought into the 
program as a result of th6 descjribed program changes would vary 
with the .family 'income of the recipient; it would be larger for 
middle-income families 'than for lov^-income families. In this 
respect\ the distribution of benefits resembdes that o* the* 
credit/deduction option. Those who maintain that education 
subsidilbs should be distributed equally among all recipients 
might therefore view this option as somewhat less equitable than 
the tax credit, which provides about the same benefit for all 
students with family tax liabilities of ^t least $250. 



Guaranteed Sti&>ent Loans 

'. ^ 

Before 1976, eligibility for some federal interest subsidies 
mrci guaranteed student loans was lost when adjusted family income 
reached $15,000. The Education Amendments of 1976 raised this 
cetrtng to $25,000 (equal to about $31,000 of adjusted gross 
income), thus expanding eligibility to about 85 percent of all 
students; the Jmendments also increased from $10,000 to $15,000 
the total amount that a student can borrow for undergradj|^te and 
graduate training. { 

The additional benefit to ml^dlfr-income families resulting 
from the 1976 amendments probably^^ould be Enhanced most by 
providing larger incentive^ for banks to include more guaranteed 



student loans in thsir loan portfolios. Banks »ight bs vl,lling/to 
provide more funds if their net rate of return were Improved by 
reducing the costs of conplyin^ with administrative procedures and 
by increasing the federally subsidized interest paynents tq 
banks* ^ 

The federal coat of an expanded Guaranteed Student Loan 
Program (GSLP) is difficult to estimate since it depends on, 
the additional volume of student loans as veil as on the federal [ 
interest and default payments per dollar of loana. Also the 
distributional efficiency of this way of aiding middle-income 
faailics Is difficult to quantify. Banks not only have wide 
discretion in determining Che amount of GSLs they will make but 
also select the individuals to whom such loans will be made. 
Middle- income families, however, might benefit diaproportiqnately, 
especially if banks think middle-income bprrovrers are good rilks. 

Since fill qualified students are eligible far the same 
amount of loan** an expanded GStP probably would be considered 
i&quitable by those who maintain that education subaldies ahould be 
distributed equally among all recipienta. 



Loans to* Parents 

Another possible way to ease the liquidity problems 'of 
middle-income families would be to establish a guaranteed losns- 
to-parents program. Such a program might not ahare the deficien-' 
cies of the GSLP — high default rate for example — and therefore 
might prove more attractive to private lenders. 

The terms of a guaranteed loans-to^pkrenta program might 
include a loan limit of as much aa $5,000 per student per y^ar, a 
repayment period of between 5 and 10 yeara, and an intereat rate 
of between 8 percent and 10 'percent (perhapa varying with the 
length of the repayment period). 

« * ' "* ' . 

The cost to the Treasury of a guaranteed loans-to-parents 
program would depend upon the volume of loans made, the default 
rate on these loans, and the aize of any necessary federal aupple* 
mental interest payments to banka. The federal costs per dollar 
of loans made to parenta are likely to be lower than that of the 
GSLP because of smaller federal intereat aubsidies and a lower 
default rate. The percentage pf loana to parenta that would go to 





nlddl^incoiM tm±HeM would depend upon which families apply for 
loans and to whoa bjinks decide to lend. 

1 

;The equity of this .prosraa— with sane loan amounts available 
to all families— would- likely rank high among those who believe 
that education subsidies should be distributed equally among 
recipients. | ' 



Tax Deferrals . 

■ ■ , ■ ■ / ' ■ 

Higher education loans cao-be— provide d th ro ugh the tax — 
system by allowing, taxpayers to postpone a portion of their tax 
payments. For example, a tax deferral equal to education expenses 
not exceeding $.1,500 Annually might be permitted ea^ year a 
student is in school. Repayments could be made in 10 e^ual annual ■ 
installm^ts, beginning one year after graduation. ^ A interest 
rate of J?, percent (equal ^o that on guaranteed student loans) 
could ^^j^^^arged to coverS^the Treasury's boi;rowlng costs, or a 
lower interest rate -could be charged to provide a larger subsidy. 

A tax deferral plan of this sort would have an initial cost ' 
of about $8.8 billion, but the annual net cost to the Treasi^y 
woulti decline substantially as taxpayers begin to repay their ; 
deferred taxes. The prf^ram WQuld beVless Efficient than an 
expanded Basic Educationap.\ Opportunity. Grants program in distribtb- 
ting aid to mlddle-.incomk families since only 53 percent of the 
benefits would gp to famili^p earning between $10,000 and $25,000. * 
■ A' ■ — ■ ■ ■. . 

Only those with tax liabilities as large as the highest 
permitted deferral would befiefit fully ^rom this program. Large 
tax deferrals vould therefore benefit thosT in high tax brackets - 
mere than those in . low tax brackets. This distributional outcome i 
might not be satisfactory tii those who maintain'^that education 
subsidies should be distributed equally among all taxpayers or. 
be distributed on the basis of need. ^i|l>' 



OTHER CRITERIA ApfeED TO STUDBNT AID PROGRAMS- . ' ^' -^V. ' ' ' U > 

Applying the^ reifl^lniitg M^ts to th<b ; ^dteitna^iv^ ^pro$rl^ 
show number of c,«limMon< /threads, (and ^(^^^ 
through 4^ tax alteifTiatly;^^ 

through tSe nontax 0{>ti(»i8;*rrgua]:anteed 'l^^ stiujentiJ bif ' , /-.^ 

parents and aii ixpi^iid^^^^^ ' 
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^ ' Hdlntalninif Ingtitutiotud Diveraity 

• Tax Options; Students notild generally get the sane tSount oiE 

ai4.l»hether they attend a public institution or a private, one (in 
thtf case of tax deferrals this applies If the college cost»--at 
least equal the deferral) . The absolute cost difference between 
public and private schopis, therefore, would not be changed for 
west students. Tax programs , howevfr, woyld generally represent a 
greater percentage reduction of costs at public Inst itution^ and 
tinirs wotdd vagnify the relative cost dif fereiice.between public and i 
private schools. The increase In the relative price of private / 
institutitas sight put t'^em at a diaai^vantage. 

Hontax Options , foi\ loan programs, the short^rrun inpact on ' . 
\, the competitive, balance between public and private institutions 

Tdepends upon the share ot costs parents o^ students borrow; > 
a / excepts for interest payments, loan programs would not change the 
long-run cost differences between {niblic and private schools. 
Changes in the BIPOG program generally would lower the cost of 
attending puWlc Instituitons by a greater proportion than the • 
cost pf attendfci^g; private ones, possibly putting private institu- 
tions: at a 4lMdvantage. , 



] 



Ease of Adminiatration 



tax Options , Both the credit-only and. the credit/deduction 
options would be fairly easy to administer because few eligibility 
Astrictions are Imposed on tax programs and only a small traction 
>: of tax returns are audited; Tax deferrals with long j)ayback 
> periods would not be as easily administered because records and 
accounts would have to be maintained fbr about 15 years^ 

* ^ ■ ■ 

^ Nontax Options . The administrative burden of BEOGs includes 
verifying a high share of claimsyto detect ftaud and abuse,. 
Student loan programs have been beset by high default rates and 
delinquency. A loan prograi? for parents could prove easier to 
administer than the student program because of the likelihood of 
fewer defaults and greater ease in collecting overdue payments. 

Budget Visibility and Controllability 

. Tax Options . These would rank low in visibility and control- 
lability. Like other tax expenditures, these tax allowances would 



335 



330 



ERIC 



not be subject to save npunt of review end scrutiny tHSt is 
given Bipst direct outgLay pto^rams, ^fil^teover, ^they are^ entitlement 



prograas tliat provide benefits to 'all Who qualify and therefore 
are not subject to. fjxed ceilings on appropriations. The uagni- 
tode of taxi34eferTa:.8 tends to be less visible i^as repayments 
'offset ney^'.dcilerrals.i _ . ''^^V-'^ 

■ ■■^.'^ . A ^ . ' ■ r;-:M '■ ^ ' 

Hon tiax Options , are moderately visiliile in the bud- 

g^iiiry process, but are not very controllable. Unlike tax expendi- 
'tuxes* federal' outlays for such . programs are subject to annual 
r^iew. But because they are entitlements, loan programs are less 
controllable than other direct attending programs whose costs can 
bWlifliited by the budgetary procefsi^. The. B EGG program, in additio|y 
to being fairly visible, is also conttollable through the appro-*; 
priatibns process. Generally, however,' when a reduction in tfke; 
average Individual award would have been required to stay within 
the initial appropriation ceiling, supplemental appropriations 
hi^ve been granted. 
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SDMt^R? OF ANALYSIS OF ALTERNATIVE WAYS TO PROVIDE ASSIST4BCE 
TO HIDDLB-raCOME STUDENTS - 

— — - ■ • > ^ . ■ 



1 



Program 



Criteria 



Percent 
of Benefits 
Going to $10- 
25,000 Income 
Grouj^ 



t 



Distribution 
of Average 
Benefits 



Nonrefundable 
$250 tax credit 
($1.7 billion) a/ 



49 



Equal for Run- 
time students with 
sufficient/ family 
tax liability 



Liberalized Basic 
Educational Oppor* 
tunity^^ants 
Program ($800 
million) a/ 



72 



Increase goes 
largely t6 middle^ ^ 
income students 



Expanded 

Guaranteed Student 
Loan Program h/ 



Uncertain 



Pdt^entidily * 
equal for all 
eligible 
students 



Loan s*toPa rents 
Program c/ 



Uncertain 



^Potentially 
equal for all 
families with 
students 



$1,500 Tax 
Deferral ($8.8 
billion) a/ 



53 . 



Equal for full- 
time students 
with sufficient 
family tax 
liability 



a/ Initial^ first-year cost to the Treasury. 

Jb/ Cost estimate not availabl^Vvfederal c'ost^fpr fis^l year 1977 
was $447.6 laillion (volume ofS^anp. was $i>)^7^^^b^^ 

cj Cost estimate not available, but'* fed^ril. coit^^ likely be 
lower than costs for GuAranteeB Student L^^an Program. 

■ ■ ■ • . ■ ,■■ ' ' ■' ' ' "' v' 
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'••i^iteria" 




• £9 liipact OA rupiic « 
•il Private Collie* 

' ■ • ' ■ > . . . 


^ } 

4. 

t 

'Ease of 

Adainiif,tration d/ 


Budget ^ 
' Visibility and 
Controli#blllty 


.• . - — ^ 

.- .. \ ' ■ 
ibiolilMi cost diifereoce 
unelumsed; »Utlv« cost of 
private echool* ^ncrOW 


nediuBk-nign 


Low 


AbioluteVbst difference, 

relative cost of pirivete 
•ehools geoerelly increaaed. 


Mediua 

% ■ ■ 


High* 


Variable A 


' ^ Medium'^ 

i 


Medium 


\ 


I- ' . 


• 


.Variable 


Hediin-High 

-V ! 
. J 


Mediim 


Absolute cost ditference 
generally unchanged; rela- 
tive coat of private schools 
^lerally increased in 
' short run . ^ 


Low-Medium 

• 


Loi^^ 



^ i-H f «v Aliaibilltv limitations ^re easier 

d/ m general, programs with ^w eiigmixaiy 



to sdminister. 
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CHAmR I. IYITRODUCnO!lr 



~^~~^^ertMWViA:-ifi~'tBx aiiovan«^8_|or thet^ personal costs of higher 
educitlbta; M^exves analysis for at 1<^|^ three reasons, first, 
the ncttM/nas b^'en considered in the C^gress^ for many years, and 
interesf^ln ^ remains hii^. Second, proposals fox, education tax 
aliovances aW gaining more s^port as Congressional cone era about 
the ability Of some familieV- particularly middle-income fjguii- 

,^es— ta finance their children's higher education expanses 
grows* third, the issue is' representative of many others in which 
the Coipgres s mus t decide whether the tax structure ift. an appro- 
priate mechaHlm^or providing'a ^ubsidy. * ^ , 



Educat^n tax allowances have not yet been put to* a vo^e in 
the House of Representativea. 1/ In 1967 the Senate passed an 
^amendment that would have provided a tax credit for certain hi^iher 
Mucatlon expenses. . Similar action was taken by the Senate 
196$, 1971, twice in'' 1976, and again in 1977. At no time, how- 
evctr, have these amendments gone beyond conference committees. 2/ 



.Concern About the ability of middle-income families to, 
provide a Jhigher education for their children has driven much of 
^ thev^f f ort . to enact an education rtBac^j^lowance. From time to. 



1/ In the Second Concurrent Resolution on the Budget for Fiscal 
Year 1978, however, the budgetary targets adopted- allowed $175 
million for possible passage of an education tax allowance. 
See Congressional Record , daily ed., September 8, 197^, pp. 
H9028-30, and September 9, 1977, pp. Si4510-16. Also, 
hearings on college tuition tax ci^edits were held by the House* 
Budget Committee's Taak Force on Tax Expenditures, Government 
Organization and Regulation (April 28 and May 12, 1977). See 
Report on Hearings befc%e the Task Force on Tax Expendi- 
tures. Government Orf^anifczation and Regulation on College 
Tuition Twc Credits , Houiy^^ommittee on the Btidgor, QS rnng 
1 sess. (j;bmmlttee Print 95-12, November 1977) . 

2/ For a brief description of these amendments , see Chapter 
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tlae, this ci^jj^vtaji-jt^^^^ by report^ that the coll€!^e 

' enrollment, 't«L^ io^z^^c'hlldf^ txon mlddl€<-lncoine iMllles Is 
declining axKi' ihaC^^^^ Increases in co^^te costs 

aay become so large that the average ^family will, P^J^ be v able to 
afford the expenses of college. Reports of thfs/lsozit stimulate 
interest in providing more student aid for thpse^^lib benefit 
relatively ilittle -from existing federal siiSsidies for higher 
educatTOn that are based on need. Such interest appears to 

be on thVriae. . 

. ?' *' ' ■ - , ■ *. 

If th^^ConsTess decides to :,provide more student . aid for 
mlddle*»lnc%mev families, it may be Useful to consider alternatives 
to education tax allowanced • Some otl\er form of subsidy may be 
More consistent with jbax policy ^nd eduoktion policy and more 
effective in providing" assistance to st'udeii:t.8 and their families 
at lover budgetary cosjts, - ^ r v / '^^ 

The anatyns that follows. Is; designed to help in ^the ev^ua*^',. 
tion of education^.ax allowances- as a form of aid for middle- incme' 
families^ It does not addre^efd the more fundamental issues' of 
whether additional *'f€tderal funds should be spent on higher educa<- 
tion 3/ and, if so, whether* education policy objectives are best 
served by f oc;|^ing' mor^ra'idfbn middl^ income families/ To provide 
a better understandij^ o'l^'^v.the facing middle-income 

'families. Chapter II ^briei^ly discusses the current distribution of 
student aid among income groups and examines data on colleg^; 
enrollment cat f amily incomes, and^ i^ll'^^e charges. Chapter 
III ^.^resSxtar a*"' general discussion bJ^- ^ed^ tax allowances ^ 

'incl|j^d)^g; <;arniBideration of the various rbtms such allowances can 
take v^4':a 'b^ief legislative history of Sienate-approyed measures. 
In Chapi^^tfV a set of criteria or standards is suggested for 
comparing ^^^fferent student aid s^bsidj^es. Th^n in Chapter V 
these criteria are used . to evaluatSE!;J:;^ternati^ appro to 
p r ov id ing s t ud en t a id form i^le-inconi^ f am i 1 ie s , ? v?-^ . 



3^/ For a discussion bearing on this issue, see John K. McNUlty, 
"Tax Policy ^d Tuition Credit^ Legislation: Federal Income Tax 
Allowances fo^' Personal Costs ^ Higher Educationl'Vi California 
Law Rev lew t vol. 61 (January 1973), pp. 1-^30. ' 
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.jCaiPXiOt II. .THi OP COUEGRxbiSTS ?dR STUDENTS 



The basic iool of ttost proposals for education tj^ il^bwan 
Is to provide financial relief to mlddle^lnccmie fjnlfle.s^^ 
education subsidies may serve broadet objectives » j)^u<^iLra^^^^ 
equal access to' .'higher education ax^i nalntalnlnj^v ih^' /jEljUncj^ 
Viability of hl'itlLWr 'education Inst^tutloris, >l^t^^^ 

t sallies are effected by;;r^intf cbllege fees, miidier* income 
sallies seem especially b|^|pne^^ since .thjey recelyV -^^l^tiyel^ 
little assistance from tm^n^^ 

programs focused on low- and\mOdeirati-lrico^^ groups anid since they! 
lack the financial resources ava;llable . to high- Income:^ families. 

Data, from the Bureau of the Census suggest that the college ' 
enrolimeia rate fbr:18- to ZA-year-old dependents o£. fiddler tiH: 
come families" hMs fallen somewhat over the past decade/ \2/^ i';'rtil»^^^ 
decline Is often attributed to the financial pressures liapo^^ by 
soaring college costs, althot^gh pther factors, such as reddced. 



: 1/ ' For a discussion of ' V^rii^ojuff goals t-hat..m^^ 

education, subsldl^, see Coh^risalVtieil Bu^^ l2££r 
secondary Educatloii: The Current Fieideral Rale/'knd Alternative 




2/ U.S. Bureau of the/Census , Curreng»^b'bUlk;tioitt , 
Series P-6o, "School Enrollments— Social and Ecohoml^^^^ra^ 
terlstlcs of Students^ October 1976" (f|pthcomlng) . 




aa-oas o * ts - ai 



-^liitfee^ manpower requires rates of return from a 

.college " education, 3/ family preferences for honeducatlon pur- 
eh»4?_e^ simply the decision by some.;to work rather than! study, 

.'ileo " WJay :have contributed j? The extent ./to whicV (snrollment rates 
*';hkiei dx^ a result of rising college 'costs Is unclear since 

•/f^toiljr ii^^ general ha^e risen fast^er than college charges • 

' \^''Wy^-^^ • ; .... ^ ' ■ 

TOt -rtxyklBHTlON OP FEDERAL STUDENT AID 

^^^^ . 1^ year 1977 the federal government provideS ;&bout , 

■ ■;^8t5 biiljlon of student aid iij the form of direct etpeqding 
;;pr ograrta! i ^and tax expenditures, ^ Fifty- two percent^ of this aid 
: b^ineif I'^ed "se^- supporting students. W and students from, families 
earning less than $10,000 annual^y,vgTOups that accounted for 29 • 3 
iiercerit of total student enro*^imen';t. Students, from families 
4Barfling between $10,000 and $20,000 i;^celved abput 36 percent of 
the aid and represented. 32,5 percent 6f all students. The remain-^ ., 
'iinig; funds went to families earning mote than i$2p, .000 « 
. . , ■ ■ • ^ . • - , ■ ., 

'"'^ .Tables I and ;J;?.s>ow xhe distribut^ion of. federal aid pro- 
vided "tlvroug^ vari6.ua .. existing tax expenditures',.: 4irect g^rAnts 
{ inc luditijg ■ pf y^'^en ts ' f .by s p ec i f ^ ed wo rk) ; 1 oan s , aitd lo an g uar ari- 
^ tees.•^ Federal' direct ^Student aid^ programs/ tpr ^the mofft pat^, 
hove been designed to' expand^ access tp higher education for. tho^e 
Vwi th 1 owe r incomes • 5^/ In c.bn trast , mps t. tax * expend i t ur ea, that 
provide studeitt aid have not. be^^^ specifically to do sO; 

3/ Changes . i^n , ♦tii^ V tes of r eturn f tpm ..a^ college ed uc^t ion.' '^bl r e . 
examined lii ' Richard B, Freeman,, "the Dec^ii^e. 1^ 
Rewards .ito; College Eduction," The Review^ Of ..^bnomics ^knd^ ' 
St»tiLatic8; ;'?^ol; 59 (F^rukry 1977) pp:, 18-29, * "i 

.; v4^/ ; jHoBt; ; '. s 1 f 3. up p 6 r t i n g students ha v e ai]^ n ua 1 i n c o me g . b e lo w 

, ""T. '$io-,qtiD-/^^^^^^ , ' ■ ;* ■ 

\5:/ Fp.f a discusstbn",^<.'vc^r,ren education policy. goalff>>- a^e^^^^^ 
>. Cong re s s iona 1 Bud gep' -Office, P oa t a econda ry Edu ca t ioft.:; ; ■ Ttiie; : 
^ : Federal ^ole T^nd Alternative Approaches , Budget 'laisue 

^\ , ITaper, February, 1977, V 
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(Studantk in7j9»ouli«9da) ^ 
DlatrUutlop of AIL Studanta 1/ 1/ 3^ 370 ^ 3, 738 4, 39^ . l/ 

: i — , ' 1 l£_iiL 



1,478 



11,500 



Hi^, tell Sunlty, "fadaral and Stata Ta» Pollclaa," papar praparad for tha Brooklaga Uiatltii- 
[ttloo Confaraaca on '*?uklU^ .aftd -Prlvata Rlghar Education," Novaabar 11-12, 1977. 
lacludaa aalf-aupportlns atw^f^a;. . , 
^ ■ iaouat iaalgfllf leant. v 

Bodgat Off lea, O.S. OCflea of "'Bau^at;^n. 
Jt/ Inelttdaa Intaraat pajaanta .of -.p05 ikflllon and dafault paTvanta of $142.6 •lllloa. 
^ CBO aatlaata. '.'r , '-^ *' 

4/ lac^tpqratad undar othar hamdtas>*^ 
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ttM It mmtm* otmxionoi ov wmm iXB it ivcomi ^clui, 
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thmf htP9% r«Mlt«d iMit«ad ttm Itgiftlatioa and rulings coimnMd 
fHtarlly with ip8uf| of. tax poliey, 6/ \ 

T« mpiiiditttif^a provlda diraet «Miatan<« to stMdMts aail 
r-^^tlliAt ■ faailiaa^iatiiO'iiay* Ptftf» tlia Ux lav allova a atudaat 
to ^ alataad <aa^-4apaad>at avan if tha atudapt haa an ad^ 
J«ata# fffoaa iaa^l t>^tt than tha $7)0 eaillni? for non«ti»if 
imtm 9%ttmA^ no taiaa ara iapoaad oo laeoaa racalivad ^ tba ' 
. '^Sl^K^^^*^*^^^** f^llovahipa, atodant aoclal aaeaiit^ 
-/Sonafita, or adueation banafita andar tha G.I. Billii thaad 
* axaaptioaa and axeluaioaa lovar taxabla iaeo«a to which pi^o- 
graaaiva tax rataa ara appliad. Thua thay ara worth nora to 
taxpayara vi^h high aarginal tax rataa than to thoaa with low 
Marginal tax rataa. JJ 

Ot&ar trfx aitpaadituraa (not ahoWli in Tablaa 1 and 2) , 
I aoaiot atttdjunta iftdiractly hy providing aid to inabitu^iona. 
, Thaaa ineludat tha charitabla daduction for contribut£ona to 
aahoola* tha axcj^naion of uaraalisad capital gaina on thaaa 
^ilta kid baipiaatf, tha daduction of sti^ta and local taxaa uaad ' 

foo^ hlgharr aducation» and tha axaaptibn of intaraat on atata ^ 
' and local borrowing for education purpoaaa. Tha U.S. Dapart* 
xcBt of tKa Traaaurr haa citad figuraa showing that thaaa tax 
^ aa^kndituraa totalad $2.6 billion in fiacalVaar 1977. 8/ « 

Aa ahown in Tablaa 1 and 2» axca^VC for guarantaad atudant 
loana and G.I. .Bill education banafitt, di(«ct fadaral atudant 
aid prograaa concantrata funda on ttudanta in low- and aodarat^ 



6/ Saa John t, Choania, Tha Lai^of Padaral Incoaa Taxation 
(Sacond Edition) (Watt Publishing Coapany, 1973), ppJ 



62-66, 220, 



52, 



J- 



1/ In tha caaa of tha axsnption for atudant dapandanta, a $35 
parnonal^-tax credit ia alao granted. Thia tax aaving la tha 
awe for iall taxpayer a in taxna of after* tax incoaa but ia 
worth more to higtv-incoae taxpayere in teme of befor^tax 
income. For ^aore diacueeion \jS|f * this point* aae Chapter 
III. footnoca 3. 

%/ Itmil Sunley, '^Tederal and State Tax Policiea.'* paper prepared 
V J^^' the^Brpokioflje Institution Conference on '^Public and Pri- 
^ \_vate Rijiher Bdubition,'* Novenber 11-12, 1976, incorporated in 
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l&eos« groups. (Appendix A outllnM the major ttudentiMld pro- 
g;t«Bt.) This distribution results because all of t1|$Se other 
progrsBs, except fof<(s social security, are needs-tested with the 
definition of financial need taking into account college costs as 
veil as family income. Although student social security benefits 
are not needs-^tested, benefits are reduced if the parents of 
raelpienti or "recipients who are surviving dependents earn more ^ 
than specified maximums. Because the Guaranteed Student Loan 
Program and G.I. Bill education benefits are not needs-tested., a 
greater proportion of benefits from these programs accrue to 
middl*»income students. 

aWOLUCHT CBANQES DURIKG THE 1967-1976 DECAPE 

While the overall college enrollment rate for dependent , 
18- to 24-year-old8 has not changed much between 1967 and 1976. 
the enrollment rate for students from middle-income and high- 
income families has declined, especially vhen compared to the 
somMiat increased enrollment rate for lov- income students. 
Enrollment rates for all income "gi^oups . however, have risen 
.recently from *the 1973-1974 low point, particularly for those in 
the middle- income cl antes. 

Table 3 and the Figure show that the overall enrollapnt J 
rate for dependent family Dj^bers rose during the late 19608, 
reflecting in part the decision by some males to enroll in 
college rather than to join the military. Between 1969 and 
1974 the> overall enrollm ent ra te declin ed somewhat, refle ct ing ' 
mainly a dr^p in the enroilnienL taXc"fot~m6n, ""Viyh cbiT^^Jt 
women remaining fairly stable. After 1974, however, the en- 
rollment rate for. 18- to 24-year-old8 rose again, largely reflect- - 
ing substantial increases in the enrollment of women. \ 



testimony of Assistant Secretary of the Treasury for Tax 
Policy, Laurence N. Woodworth, in College Tuition Tax 
Credits , Hearings before the House Budget Committee ^Task 
Force on Tax Expenditures, Government Organization and 
Regulat;ion, 93: 1, p. 14. / 

2/ Bureau of the Census, "School Enrollments." 

For a male-female breakdO%ra of individual student enroll 
ment rates, see Bureai^.of the Census, "School Enrollments." 



mi> fiaW 0» 'ii" TO 2HEAR-0U) DWtNDQII FMU MMEfi 1/ , ENMUll) IN COUP, BY 
* lj|MliipHE,:k^'OCIMIilll!l67IO^ V 



J. 



Percent Enrolled 



Fltnlly IncoBtl 



f V o«$ 8,525 



$t8»525-$l?,050 
$17,05D-52J,5?5' 



37.9 38.5 
51.9 50.7 50.6 




mi m 1949 1970 : 1911 1972 1973 197i • M : .^^^^^ 




20.0 22.5 24.8 20.8 , 22.8 22.6 20.1 / 20.3 23.5 

38.8 36.6 ' 35.4 34.2 31,2 31.7 35.1 ■; 36.3 



46.4 44.2^ 42.7 41.4 , 45.4, 47.| 



68.3 63.0 65.2 61.7 61.8 56.9 56.6 57.5 59.6 , 58.2 
All toe gioup. . 39.1 39.7 41.3 39,1 ' 38.9 37.8 36.6 36.2 38.7 .^38.8 




SOraCE! CBO calculations based on data siipplied by the Census Jurtau. 
a/ A dependent fanily aenber is a relative of the priiaty family bead other, than the'»lfe. 
Ki toilv toe 111 19/6 doiiaiSr a»iiiauuuiiiii» tl^"tlui id pupu laliuii. ' , 




....^^..^^^^^^ Etirolledin tollegjUndFamily 
1^^i?1^6cni96f% ^ter 1976 , 



m 
m 
ao 

10 



** i AMIneoim 

— ■ r. fltocp* 



.A 




X 



Jl- 



OctC?; te. 68 Oct.ee Oct.70 Oct/7t d5t: 72^^^^ 9^^^^^^ Oct.7B Ooi.7e 

Calendar;Vyii(;;^^^^ ■ 

( j/ A dWdmt :timity mmbtr U a ritotivt of tht pdmtry ftmily hMd othtr th«o th« wlfa.\ 
■V Fimiry InoonM in 1076 dollars for dvlllan nonlnitltiitlonal population. ^ 



Table 3 and the Figure also Indicate hov the pattern of 
enrollaent rates has varle<i by Income elass (adjusted for InfliH 
tlon) 11/ In reifent years. The lowest and^ highest Income groups 



11/ Failure to adjust enrollment data for the effect, of infla- 
tion on family Income cai» produce misleading conclusions. 
Enrollmtot decisions are based In part on what a family can 
afford, and this In turn is affected by inflation. Families 
earning $}.0« 000 or $20*000 today are less well-t»«do than 
families ^ k 
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JO-$8,525 and $25,575-plu8) showed decllne8:of roughly 10 
percent between 1969 (the peak, year) and 1976. while the enroll- 
ment r«te8lor_thfe^lio„alddieEjjnic^^ 

percent. Since 1974 the percentage increase in the/^enroljjnent 
rate for the two middle- income classee ($8,525-$17,D50 and 
$17,050-$25.575) has been more than t*d.ce as large as the growth 
of enrollment rates for 18- to 24-year-olds in general. 

% ■ 

'■ . • ' 

GROWTH OF COLLEGE CHARGES t FAHILY INCOME. AND STUDENT AID 

Increases in college costs can influence the decision 
whether to attend college or not. It is unclear, though, to what 
extent enrollment rates have been affected by increase? in 
college tuition and other fees. One set of empirical findings 
suggests that a $100 increase in tuition not offset by additional 
student aid is likely to result in enrollment declines varying 
from negligible to almost 2 percentage points, depending* among 
other things on th€^ ;Eamlly income of the ^J^udent and the type of 
institution attend®^; 12/. Increases in family income, however, 
can offset the advferse effect of higher college charges. ^As- 
shown in XAble 4,^ family incomes and (to*^ greater extent) 
^Stude^t ai4 have generally kei#t pace with college fees. 

' 'i"' ^*.,.■'•.^■ f . ' \ ' , , ' '■ . 

Ji<^'-t. ^iisi^i^ lower jpwinel of Table 4,' costs at both 

■ |i^|>4:^^^i:and institutions rose by rougljly,75 p"ercent doting 

..tn^;^if€rl^o,d 1^67-19 76 . The cq nsumjg t price igdex ( a measure of the 
^' g^tscral ' '^if ice' 1 isvel) rose by somewhat less— 7 0 . 5;^p ere ent . As a 
Vl^esjilt » ,,te«P: follege cdsts (that is, costs ad^ated f^r infla- 
;itibtft,' rosei ^ 2.2 percent at public Inp^futions and .3.7 

■* ■ nif.-iu? AnV. ' ktc^'rar & ^ijns t IftU t iOXjlS . - ■ " 



. earning $10,000 or $20»000 five or tep y^ars ago. Because 
^*»«ijgh families have a smaller "real income" today, their 
enrolment rate is likely to be lower. In order to focus on 
enrollment changes for families with the same real income, 
therefore, family incopes mi^st be adjusted fo^ inflation. 

12/ Gregory A. Jackson and George B. Weathersby, "Individual 
Demand for HigKer Education: A Review and Analysis of 
Recent Empiric^ Studies," Journal of Higher Education , vol. 
46 (November/zBecember 1975) , pp. 623-52. 





: ,r'»^t»,.T«'.ti,',v» -I,,., a'l* "if" 



■ s';.;^^' .«n 32.3: ■ 

N-:: . ■'«2.6 



/^ciiuTm niW auKi'noii 1967 

'; v.J,2 . 



8.S 

2U 
29,6* ■ 
40.1 
61.5 



20^3 
26.6 
32.2 
«.7 
16,9 . 
B.6 

'9.6 V 
93.0 



19.3 

27.5 ' ' 
46.3 

57.« U 
69.2 ,' ,v 
79,5 " 
M.I . 



:.':3,7-- 

■■-U'v. 

89.7 

13.9 i 



v:':67i7'-i;-. 



\ '.' 7' ji/ bludMth«|u fot tuitlM f«w, toai\ud bond ii fottnd,lQ,D.S.:Offle«o{'Edtfcatloai luU^ . 
? - ; ' ■ ' ^ ' M<f tiwltttlitlei. ProjKtloni orMucitlon SUtlitlci . tabli 41, p. 86. Coitijoc Wi ifi lCB^^^ .f^^^^ 



liiMtt'of tht Cwinii Curwt ' 



,". " •V'-r^ • ; . MtlplUi- (y«t 1967 «qu*li aeidMle yw 1967-68, tteO 

; VzJ Ll ; . ' " ' ' by layiM of th« faMM. jttUitlCil Abtttict of tht B.8..' l976 lod U.S. 

^O^il'i" " Topulitloa tiooit . farijH ?-60i w, 105, tibli 10 (JuM 1977),, p. 43, ind 

n^U ! ; *' (%l#fr 1977), t^U 1| p, 6,.ndlTabli 4, p. 11. 



• r. , < . ' % &} •inutM MHd on dati ttm m loiioinioi uineut U.S. oifui of Hueitioa,' lotMtt;of 
' ' . I • \ ■ jPMMNt W7M| IM U.S. Off iM df Educicioii, litlonit Cwtit fot Iducitloft StitlitlCi. m into 



J ^..'<l ' V"'*^. '^,**^^*'. I>***d on dati lih thi follovloi uineut U.S. Offlci of Uueition,' iotiattiof 

* ■ ' • i'ii' .tconoile It^tt oTtht ttiildait. Jinuin 1977. . p, 241; and D.Si Dipatt|ibt of Conaita. StitMi ot 
*" \f ' • Cwrettt BualttMi (Hovwbar 1977). \m 8-8; . , ■• ' ' : y- -^- . 

V« ♦ ' ,.4/ Rot l^letly cmparaUa to aatlltt j^aati dua to tivlMd.prolt^ut**; . . ' ■Mii'^ " 

'vT •' • 
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Thii Unerase ,in college costs, however, has been offset by 

J, rise in family incomes, both in real and current dollar terms, 
rem 1967 to lSf.76 median family income increased^by 88.6 percent 
(10*6 percent in real Cenis) , compared to the increase in . 
college ^barges of roughly 75 percent. 13/ Because of the 
relatively faster growth in' family income, student costs at 
public institutions decreased from 13.4 >per5fait to 12.4 percent 
of mediati family income,'' and student costs at pr^^ate 'institu- 
tions fell from 27.8 percent of median family income^to 26.1 
percent during the 1967-197]^ period. 

Families with incomes well above the median have experi- 
enced an even faster growth in income. For those in the 80th 
percentile (that is, just below the richest 20 percent) and thAsB 
in the top 5 percent, the growth in current dollar income Has 
been abbut 95 percent. As a result, college c^^dts for those 
families With incomes of approximately $25,000 pt" ,'more in 1976 
comprised a smaller portion; of income than for comparable 
families in 1967. v . '^'^Jv^t - 

Growth In fedjeral studerft^id has, also helped ^A<>v:igffset^ 
i.ncreases in coI^fci^« co^ts for middle-income f aml^j ^e v : -\'Dur ina,, 
the period 1967f 1976, "apprd'j^FIafcions for t^e major ^student aid 
programs grew 262 percent per full- time-student equivalent. 
While most of the appropriations were for programs primarily 
aldii|^(> lowe^cwiincome students, the Guaranteed Student Loan, Pjrdgr am 

/;(.Q^)L.i?)W»-jth^^^^^^ source jof ' assistance for middl^Jticome 

substantially. Frpm 1967 to 1976 appropria- 

■tions for 'the' GSLP (which primarily ret)resent the subsidy element 
of the program) rose by 433jpercent on a full-time-student 
equivalent basis while the volume of loans ;^ncreased by 121 
percent on a full-time-student euivalent basis. 14 / During 



'•1^7; Ualng a different measure, U.S. jjer capita disposable 
JyU \lr^<J<?'D^,^,^ ».lncreased 10 1 percent during; the 1967-1976 period. 
■■. . . V V . i S^^S V. ( fe^pnorinic Report of the Prcialdr^fttt January 1977 , Tabl e s 

Jiftr^^^^ Table S-2. 

r^ / CBO estimated- based on data from the following soijfrces: 
U.S. Office of Education, Bureau of iffgher Educationi 'fact- 
book (1976); U.S. Office of *EducatiCM[ii ' Of f ice of Guaranteed 
Student Loans, Monthly Report (Decem^i^ 1976); and U.S. Of- 
fice of Education, National Center for : Ed ucatiotf^ Statistics,. 
■ Fall Enrollment in Higher Education (Selected Years). 
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this p«irio4t students with adjusted faally incomes of $15»000 or 
iWs (approxlaately $19t000 of adjusted- gross Incpflie) were ell«- 
gibie fot federal peywent of interest charges on their loans while- 
they wete in schoyl 15/ thus* even for faailies not covered 
%7 the student aid prograas focused on- loi^ and moderate- incone 
* gTOups, federal 'popport has. risen faster than college costs. 

; • These data oi family income* College fees and student 'aid 
d^ iflDt suf^port the claim that the financial Wden of coliege 
expenses^ has increased for middle- and up^er middle-income 
fiMilies in general. Factors other than cost increases may be 
mo)re important in e^j^laining changes in enrollment patterns. 
Such factors may jl9'cl.ude reduced military manpower require^ 
mentSt the declim^ from a college education, 

f amily pre^ferenM^*: f or consumer expeiidit^res, and simply the 
decision of some to work r4ther than tci^^|^ujfy, 





15/ In 1976, tlU|^ ceiling for thi|v ft^^sidy im raised to $25,000 
of adjustf^'^family income (rQi^£iiy^^$31r000 of ad|U8t«4 gross 
incoqi^) • the' difference be|iiii^'^^^^ iricome concepts 

ia; that ,Jld|u^^ in^omeOrl&fl.ects adjustments for 

per^oiUl* taxV essitim^ other' jjt^Uctions while adjusted 

gross* intone db^ n^t. 
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CHAPTBR III/ EDUCATION TAX ALLOWANCES 

— — - — • ■- • • . V': . 
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Adopting ad-^aPlUoii tak «llowiiic« is one way to provide 
mUI relief to liiddie^incQae .femiliea for higher education 
^u^lfa if the Congreaa decides that additional federal funds 
•holAd he spent for this'^Wpose. An education tax allowance can 
' takA vinous fonts*, each ofSrtiich would have different ^wdgetary 
'^oBtfct<4istrihutional outcoiies, and policy Implications. The 
major folits of education tax Xallowances are discussed In this 
chapter. The legislative histbW of proposals for education tax 
allowances is thto briefly revWd to show how these various 
proposals have varied over tlme.V • 

TORMS or EDOCATIOK TAX ALLOWAMCES 



Education tw allowances can take\thtee basic forms: a 
d«diiction agtflnst adjusted gross (or grW) incom«; a credit 
against tax l,iaWlity; and a. deferral (or Vstponement) of tax 
payments. \ ■ > 

Tax Piedtiiyt'iofas . 

.,iii;deductions for education ieXMnsi?]^ ?.!^^^ <>y' 
rfcducM Vtt*' in<:°»« basi; .iD^Wl^^jtll.^iidi^^ i« 
adjuStSd^Stoss income, althoJigifi gross. Ipcooe, may be ^osen to 
extend' tt»V b«n«f its to those <*o -do not : i^^ 
deduction reduces the tax base to wliicWragressive tax rates are 
applied, a deduction is worth more income taxpayers than 

to thtfsV with low incomes. For example, a $100 deduction ^is 
warth $70 to spmeone with a top 70 percent marginal tax rate but 
only $30 to a taxpayer with a 30 percent marginal tax rate. 



1/ Adjusted gross income is reached Jjy subtracting from gross 
- incoie all deductiona which are not "itemized deductions" or 
personal exemptions. T^xable^come' is adjuated gro^s income 
minus the total of personal Exemptions and either ^in MOttnt 
now called the ^ero bracket amount"— formerly palled the 
. standard ded'uctiqn— or. if greater, itemized-^ deductions. 

■ ■■- ■ ■ ■ -tf. ■ ■ ■ ■ ^-^^ , . 




Tax Credits 



In' contrflst. to a tax deduction which reduces the tax ; base » 
• tax tredit reduces th^ taxpayer' s liability, directly an>l. thus 
iSaWrth more than »« deduction of the skae J'Sjobunt • Fpy. example, 
^^.^lOOv^ax credit provides a tax benefit, o£. $100 (Unlyftss the 
tttKpayer does not have ^100 o£ tax liability tO; be-«f#^^ by^nhe 
credit) , 2/ 'while a $100 deduction profV'idelBU^S^ raiding 
fros $14 ta'$70* A tax' credit provides .th«^am<^v^^^ 
those in High and low ihcoae bracket s bJ8C^M^1i^^c^^^ a 
deduction, the tax saving does not depet^^pft'hciSaxtiayer's 
■Arg^nal ta« rate, y) ■ .■ .^""v^' 

Tax Deferrals ^ '■'''^'\'-^-'?-^'/W^':^^^ 

" — — ' — ' ■ ' " • ■ ' ■ ^I'-r'^ -^ ^^^^^^^^^ ■ Ay/ ■ : 

Tax deferrals fo^ education ^^x'^ien^^ a 
f^rm of . higher educat^ion loan' by which a taiS>aykr is granted . 
^lief ifi; the form/of postppnement of part of h^s': tax paymeot V< 



and may begin after :^he' student leaves iBchool to -provide greater 
relief wfiile the stij^iettt is attending school. Inteti^si ckn\ ^ 
charged oil the t^x p^oan to reduce the' cost to the Trieiiswv, a#^, 
t^e tax -tiQan can be made interest-free to. provide moW^^ 
subsidy.^:" . . ...V--^--> • ' ' - 



.| Thu^ if deduction for education expenses^ were allowed, as 
V an pffset to gros« incfbme for arriving at adjusted gross 
' ^ ihcpmeVv.it -j^^^ filter through to reduce the tax 

I ' ■ bastf even f or^thpae who do not itemize . If , however , it wiire 
. . allowed pijlyl^as an itemized deduction, it would not benefit 
rf : thoste whose itemized deductions do not exceed the standard 
4 .f . deduction or.:;zero bracket amount. ' ^ ' 
■§ • . . r\. . .. -. 

lT/ . If a tax credit is made^"refundable,** those whose tax Ua- 
' bility is l^ss than' the Credit wuld receive a cash payment 
I' equal to thfe difference,. * 

' ■ ■ ■ ■ - ' ' ■ ' 'i ' 

3/ If a tax credit is used to provide an explfcit subsidy, 
hpwever, and the amount of the. 'credit itself is not subject 
to tax, the benefit of the subsidy will vary with the recip-. 
lent' s marginal tax rate, A $JLOO tax-free credit is worth 
'$200 of taxable in^on^e to someone with a 50 pfercent tax rate 
rate but is wrth only $125 to someone With ^a.*20 percent tax 
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The value of a t«x deferral ^epends 'on the length of tb6 
payback period and on the interest rate charged. Tax l<?an8;wlth 
long paybadk periods an^ low interest charges ^re worth ppr^V^hati - 
those with short payback periods and high iAteret charfi^es.^ VThe^ 
valu0 also . depends pn the taxpayer's marginal twt/ Fate,, and..; ^n, 
what rate of return the taxpayer can *t^rn on savjUi^ii. IndlVl-; 
duals who:>;an earn .high^»f tetrt^ax ta.t^s retufn on theit 
s«iringS :^re apt to Vpiace a higher value on their tax loans, .than; 
•are thbSe who would not. , forego as, much interest iiicome by spen^: 
irig the:^r own funds forCbigher .'education, . * • 

; :mTHER DESIGN COHSIDERATIONS OF EDUCATION TAX ALLOWANCES 

%ax deductions, credits, and deferrals can be related' in 
various ways to family income^, education expenses, and other : 
factors to achieve preferred distributional br budgetary objec- 
tives. . * { 
Relating Tax Allowances to. Education Expenses A ' 9 ' 

The iesign of an education tax allowance must specify the 
type and the amount of education expenses to be offset by the 
allowance/ A major distinction ib often made between expenses 
that^are required for instruction and those associated with 
day-to-day living. For the most part, proponents of education 
tax allowances have restricted coverage of expenses to those 
' associated with instruction—tuition, fees, books, supplies, and 
equipment. 4;/ Items such as room and board generally have been 
excluded! iErom coverage, perhaps because of budgetary cost consid- 
erations. This type of restriction avoids bias against those 
studentis who live at home for financial or other reasons. Most 
direct education subsidies, however, do not impose this restric- 
tion on qualified expenses. These programs avoid the bias noted 
above by ^"covering" at-home living costs. ' ' 



[ rate. Most federal direct grant subsidies to businesses are 
^ treated as taxable income, thereby avoiding this problem. 
See Stanley S. Surrey and others. Federal In come Taxation: 
' >Cases a nd Materials , 1 (Foundation Press, 1972), pp. 214-15. 

■ '■ ' ' ^ 

4/ Some proposals would cover tuition charges only and would 
reduce qualified expenses by amounts received as scholar- 
ships, fellowships, and veterans' benefits, iv.. 
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^ •■ ^ ■ . ' ■■■■■■350 > ■ r. 

The amotink of qualified expense . which is of f 'set by an 
education ;tjEix sli6yBnce depends on 'the amoUnt of the qualified , > 
expenses and the fraction ot them which may be offset. .- An ' 

allowance can be designed to apply to expenses between, fot. : 
exaiit)le, $500 (a floor >^ and $2,000 (a ceiling). An allowano^ * 
Vlth a high floo^: on <^ua^lfied expenses %rill direct relatively . 

•l,ore aid to thos4 attending high-priced private institu • ■ 

A ^ov ceiling on qiiali^ed expenses %rlll risduce federajl reveniue 

'losses. ■ V . '• ■ ^ • . ; 

■ ■ . .' ' • ■ ' . ' •■ ' . ' • " 

Allowances that offset, less than loO percent of qualified 
expenses may reduce the extent 'to which institutions*. would be ^ 
able to CUP tire the. subsidy (by raising tuitions or by reducing" 
their student financial aid) without losing ^ome students, who 
would have to bear a portion of the cost increase. ;6/ > The 
fraction of each doll ar o f qualified expenses that is offset !^ 
by an allowance can btf<l|ISn8tant or can vairy with tKe level of . 
education expenses. oFor example, an allpwance caftqffset 50^'^ 
p^tcen.t of ail qualified- expenses or may offset 75 percent of the • 
'first $500, 5<^.. percent of the next $500, and 5 percent of ex- 
penses al^e $ly,000. . » i " 



Relating Trfx Allowances to Income ^ 

A tax allowance'';can bie related to the taxpayer's income in; 
order, to produce^ a di^sired distriltution of benefits or tp' reduce 
total costs. ■ ,V6t example^ if considerations of budgetary costs 
and family need .surest., that benefits 'sho^^^ be extended tg 
high- income f am ill^k;,. . the allowance ' cap be reduced by so^e 
percenUgei of income >bove a specified level. The all6wance could 
be reduced,; for exaaple, by 2' cents for each dollar of adjusted 
grdss -incotae, above §25, boo. This would completely phase .out a 
$400 tax credit at $45%000 of adjusted gross income. 7/ If a 



:^/ V For a discussion of this point, see Chapter IV. 

6^/ ' This point is discussed more fully in Chapter IV. • 

■■ ' ■ ■ ■ ■ ■ ■ ■ ■ ■ . . . * -I ■ ■ ■ ■ ^ • ■ ■ 

1/ If a family had two children j,n school at the same time, 
and if a $400 credit were allowed fpr each student, then the 
total ($800) credit would not be* phased. put completely until 
$65^000 of adjusted gross Income was reached, unless the 
.phase-down was calculated oh a per-student basis. 




fatter phateout 1« de«lrefl» the^^«te of reduction could Increase 
with Incose* In the above' exaaple/*a..^4p0 credit would conplete- 
Xy phase' out at $40f000 If benefits W«ire ^educed iy 2 cents for 
each dollar of Income between $25,006 tfn(d~ $35,p00 and by 4. cents 
for «^eh dollar of Incone above $35,000* 

At the low end of the income scale are many families with 
little or no taxable Income or tax liability* These families 
wouiLd not' benefit f^om education allowances that operate through 
a reduction of Income taxes. If a tax credit is used, however, 
full benefits can be extended to those with little or no tax 
liability by making the credit "refundable"— that is, providing a 
direct cash payment to recipients if the credit exceeds their tax 
liability. Hj In principle, the same outcome can be achieved 
when the mechanism is a tax deferral. In this case, the. Treasury 
would make loans tq^ low- income taxpayers /even though no taxes 
were dUe.» In th^.tcase of^ deduction . wh^re benefits vary 
with marginal tax^rates^ cash benefit payments to nontaxpayers 
could be based on the lowest marginal tax rate^ that is, the 
payment could be|equal to 14 percent of qualified* expenses. 

If benefits are to be focused on /middle-Income families 
only, an appropriate allowance is on/ which Incorporates a 
phaseout of benefits for taxpayers, locajted at the upper end of 
the target income group. For example/ the allowance could be 
reduced by 2 percent of adjusted grpss income above $25,000* 
Also a nonrefundable allowance would seem appropriate when 
there is no intent to extend benefits to those with little or no 
tax liability. (Those in this group are generally eligible for 
direct federal aid.) 

Relating Tax Allowances to thfe'Number of Children Attending 
School 

Another factor that can be introduced in the formulation of 
an education tax allowance is the number of students a ' family 
has attending school at the same time. Although almost all 
proposals that have been made would grant equal tax allowances 
for each child, the instances of families with two or more 
children attending school simultaneously are frequently cited 

8,/ The earned income credit is an example of a refundable tax 
credit. See Internal Revenue Code of 1954 , Section 43. 
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M the onM in uhlc^ fln.ncial hardshtps are likely to be .the 
gt««t«8t. Such fa.ilies constitute roughly 15 percent of the 
fMllies with 18- to 24-y*«r-old» attending school full tine and 
•bout 1 percent of all families. 9/ Concentrating aid on those 
fMilli^s could reduce the costs «f any program substantially 
ani/or^ p«ti«it larger benefits for Bultiple-student families. 



BRICT LEGISLATIVE HISTORY OF EDUCATIO N TAX ALLOWANCES 

A brief review of th« history of proposals for education 
tax allowances shows how the different approaches ha^ evolved. . 
10/ In the L950S most of the proposals for education tax allow- i 
T^cta offered a t« deduction against adjusted gross ificome tifi 
s£e portion of college expenses or. in some cases. Provided an 
additional personal exemption for each student. In-, the 1960f a 
credit against tax 1 iab ili ty became tlg| popular* form of tax 
allowwce proposals^ perhaps because or the recognition that 
daductiona favor tVose with highn*x rates over those with low 
tA rates. During the period frW 196J to 1977. six proposals 
for education tax credits passed the Senate, but none was ever 
approved by the House of Representatives. . 

Senator Abraham Rlbicoff |p).-Conn.) was t^e chief sponsor 
of the first Senate-approved education tax credit measure, ^1 
His 1967 amendment would have provided taxpayers a nonrefundable 
credit for college expenses equal, to 75 percent of the first 
$200. 25 percent of the pext $300. and 10 percent of WPenaes 
. between $500 and $1,500. This credit w»s to be reduced by 1. 

^— » , 

9/ U.S. Bureau of tHe Census. Current Pop ulation Reports. 
Series P-20. •o. 303 (December 1976). p. 38. 

10/ A fuller discussion of the legislative hi^ory of ,ed«atlon 
— tax allowances is presented in John*. McHulty. "Tax Policy 
and Tuition^redit Legisl^ion: Federal Income T«x Allow- 
ances for Personal Costs of Higher Eduation.' , California 
^ Law Review , vol. 61 (January 1^73). pp. 4-lA. 

11/ Con pressionalJtecord . vol. 113. 90:1 <196^ pp. S9665-76 
— ' .(debate Rlbicoff amendment and p. S9688 (Ribicrff 
amendment passed). * 
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yfepercent of tHe taxpayer's adjusted gross Income 4bove $25,000. 
The Riblcoff aa«n(^ent was attdbhed to H.R. ^930, 'k bill restor- 
ing 4he Investsent tax credit. The ameodment, however, was 
deleted ft^ the bill In conference with the House. 

I In 1969 the Senate again passed a Rlblcof f-sponsored tax 

credit avendaent. 11 / The provisions of this measure, were 
similar to those which passed the Senate In 1967 except that^ 
^^Igh-lncome tapayers would have benefited somewhat less. It 
differed a nonrefandable tax credit equaly to 100 percent of the 
first $200 of expenses, 25 percent of the next $300, and 5 
#^rctnt of expanses between $500 an,d $1,500. The credit was to 
be reduc|^ by 2 percent of adjusted g^oss Income above $15',0b0. 
la the conference vlJ(:h the House, the 1969 Rlblcof f amendment was « 
topped from H.lt. 1^27^, the bill which became the Tax Reforn^ Act 
of 1^69. * * 

In 1971 the Senate passed Its^thlrd education tax credit 
amendment. 13/ The 'Ofeasure was Introduced by S^ehator Ernest .?.^ 
Holllngs (D.-S.C.) •and was Identical to the 1967 lllblcof f projpor 
^ sal except that the Holllngs amendment was the first Seqate-pas- 
^ sed e4ucatlon tax credit measure thtt provided a re fun dab le 
credit. The Holllngs tax credit amendment, hoj^ver, was dropped 
In conference on H.R. 109A7, the Revenue Act of 1971. ^ 

In 1976 Senator WljLllam V. Roth, Jr. (R.-Del.) sponsored an 
education tax credit amendment that would have provided a nonre- . 
' fundable tax credit of up to $250 per student when fully ptiased 
In. U_/ Unlike the Rlblcdff and Holllngs amendments, the Roth 
^redlt Was not limited tQ a percentage of expenses (although the 
credit could not 'exceed tuition expenses) and was not phaaed ^ut 
for hlgh-lyome taxpayers. 



> Initially the Roth amendment was KWched to -H.R. 10612, 
the Tax Reform Act of 1976, but the cofrfetence committee con- 



42/ Congressional Record -^ vol.. 115, 91: 1 (1969), "pp. S37289-305. 

Congresslpnal Record , vol. 117, 92: 1 (1971), pp. ai»606-I2., 

lA/t^^i TaidMteform Act of 1976 . S. Rept . "938. 9A ilng. 2nd ^sess. 
(1976), pp. 33-35. 

0 * 



. * 
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•Idered the revenue loss excessive and deleted the Roth amendment 
prior to final passage of the bill. Subsequently the Senate 
passed the Roth proposal as an amendment to H.R. 1386, a bill 
which would llAve allowed Smith College a tariff exemption on the 
purchase of a' set of Imported carillon bells. 15/ A unanimous 
consent request^or a conference on the bill vas objected to In 
the House^ and the legislation died a^ the 94th Congress ended. 

In 1977 the Senate again approved an education tax^credlt, 
which vas offered by Senator Roth as an amendment to S. 93A6, the 
Social Security Financing Amendments of 1977. 16/ The amendment 
vould have provide a $250 tax credit for students. In contrast 
to Senator Roth' s previous proposals, however, a floor amendment 
vas added to make the credit refundable during Its first year so* 
that direct payments would be made to those whose tax liability 
Ws less tha^ the credit. The Roth amendment Vas dropped from 
the social security bill In the House-Senate conference. 

In 1977 the House Budget Committee's Task Force on Tax 
Expenditures, Government Organization, and Regulation held 
hearlng»^ on the subject of college tuition tax credits . 17 / 
Later In the year; d\irlng debate on. the Second Concurrent Resolu- 
tion on the Budget for Fiscal Year 1978, proponents of education 
tax allowances successfully managed to provide $175 million 
In the budget for possible passage of an education tax allow- 
aoce. ■ 



15,/ Congressional Record , vol; 122, 94:2 (1976), pp. S16002-5. 

16/ Congressional Record , dally ed., November 4, 1977, p^. 
S18792-802. 

17 / See Report on Hearings before the Task Force on Tax Expendl- ^; 
tures. Government Organization, and Regulation on College 
Tuftfon Tax Credits , House Committee on the Budget, 95 Cong. 
, 1 sess. (Committee P^nt 95-12, November 1977). 

18/ Congresslofral Record , dally ed . , wp tember 8 , 1977, pp'rf 
H9028-30 and September 9, 1977, pp. S14510t16. 
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Alto the S'tiute Finance Coaslt^ee scheduled three days 
of hearings on the Issue of education tax aifcf^^^iiances In January 
W78. 19/ i 



(4 



19/ "Finance Subcommittee on Taxation and Debt Management Sets 
Hearings on Tuition Tax Relief Bills," Preas Release, U.S. 
Senate Committee on Finance, Subcommittee on Taxation and 
Debt Management Generally, December 19, 1977. ■ ^ 



CHAPTER IV CRITERU FOR GOMPARINQ ALTERNATIVE SUBSIDY PROGRAMS 



If the Congress considers, additional student aid for middle- 
income families, it may want to compare tax subsidies and nontax- 
alternative forms of a^. This chapter discusses one set of 
criteria for making that comparison, in the next chapter thtf^e 
criteria are applied to various tax subsidies and other forms of 
student aid. 1/ 



An important factor in evaluating any government -subsidy 
program is its cost to the Treasury. More cOstly projgams result 
in larger deficits or, alternjatively , require additional tax 
revenue to be raised 2^/ or require reductions to be: made in 
oth^ types of government spending. More costly program? also 
leave relatively less room -to introduce other new Spending 
programs or to ena^t tax refc^n^s that cut taxes. ^ 

Cost estimates for alternative subsidy programs a^e given 
in the next chapter". It should be noted, however, that in general 
tax deferrals and other types of loans are, by their nature, less 
costly in the long rua than are tiax credits, deductions, or other 
types of grants of the same magnitude. 3,/ Loans assist families 



1/ The criteria developed tiere do not* exhaast all possibiliiji 
^ ties, but they do provide a, basis for budgetary decision- 
making. Different readers may find some of the criteria more 
important than others andt thus can place more weight on than 
when deciding among alternatives. ^ 

2^/ lV*taxes are ral^^ed to finance an education subsidy program 
for . middle- Income N&amilies, those receiving the subsidy may 
find that they mu^t i^ay higher taxes for a long time In 
exchange for relatively short-term relief. 

2/ If the government's discount rate were equal to the interest 
tate charged oh loans, the present value of the government's 
cost for loan programs woul^i be zero (except for administra- 
• tive and default costs) . 
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by providing them with liquidity and allowing them to spread their 
financial burdens oyer an extended period of time. Grants, in 
Contrast ,^ provide relief vdth no payback requirement. Grant 
.and doan program^ h4ying the same long->tenp . budget cost vill» 
therefore, di'^fer in the amount 'of . stiort-term relief provided. 
Loans can provide greater short-term relief than grants having the 
same long-term co^t sin<^e^^ans are repaid. 

The cost of a p||rticular loan or grant program will depend on 
its characteristics, l^y changing subsidy amounts and eligibility 
^restrictions fi^ogram costs lean be set at whatever ' level desired. 
This point will be illustqLted by pdnsidering Igost-reducing 
the program^ 



variations in ^'bpie of 



n9 described i^ Chap t^ if V; 



DISTRIBUTIONAL EFFICIENCY # • 1 

— :~ 

A government subsidy program is efficient wVeh it se^esCth^ 



intended purpose at 'minimum cost. Alternatively ^ •an' effi,cieivt 
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ad(xl it ion al educational aid to students from inidd^e-income families, 
Tbus,, In measuring! the distributional ef f iciency f^of alternative 
atudent aid programs in twiiext chapter, attentit)n will be given 
tp^..»the portion of \ total, fbenef its . that accrues , to middle-income 
stii^entsjjrather than to, those, in 'Uttier income groups-** — Alf hough 
* the definition of "middle-imfome families" is n^t rigid, a review 
of recent Congressional proposals, f^r education tax allowances 
sugg48ts that the $lOrOoO to $25,000 income group^ is a leasonable 
approximation of the target gtoup af many proposals. 

This narrowly difined measure of efficiency ignores the ques- 
tion' of whetheif additional federal funds should 'tik spent for 
higher education subsidies and, if -so, whether the benefits ^ould 
- be focused on in iddle- income famil(|.es« It, also* does \iot measure 
the efficiency of these subsidies in^kgfetlng other possible. 



educaitjDon policy goals, such as ^in 
opportunities for those who cot4ld no 



Wl w Under* tax deferrals or. other 
recipient is^the one who bears 
lax credits y deductions, or oth' 
general publj^ bears the' burden 




^r education 
tend ^Llege. 



programs, the 
epayment • Under 
programs, f the 



N«v«Tth«le88> It Is an InpoTtttU criterl 
concerned vlth deciding on an appropriate 
Ittfeoae students. - 



The distributional efficiency .o 
education expenses Is reduced to th^> 
capture the b,eneflts either by rslslp^ 
financial aid policies. When the 
to aost students and can be used to 
dollar ba^lSy Institutions could 
losing many students since most st 
n^t Increade In college costs. Ev 
-on a narrowly defined group of stud 
of "costs can be offset by each d 
nevertheless could capture the subi 
by "simultaneously raising fees and* 
selected students. Finally* In thos 
are receiving financial^ aid from 
the^ubsldy, the Institution could 
Its f Inanclfil aid to those student^ 



B^eor^ft 





« one Is sljnply 
) assist Diddle-' 



nt subsidy ioT 
that Institutions 
r by altering ^hjSlr 
Is 'generally available 
posts^on a dollav-for- 
student fe^s without 
would' not experience a 
the subsidy Is locused 
than a dollar 
bl SQDsldy, Institutions 
Without losing fl[tudents' 
Idlng additional- aid to 
ases lii which students who 
tltutlon also qualify for 
re th0 subsidy by reducing 



Although these strategies jcTsptiurjfi the ^tjjjfi^^ 

;Ce ^egisla^uj^egPftat often 



It Is not clear whether achool^ura 
mandate fees at public Im^tdLutl 
opportunity. Certainly InstltuU.^ 




.to raise fees since the costs 
Increased substsntlally In' r 
last of the postwar ba>y bo 
college, . this source of enr 
counted ppon/ t;o defray rising 
time,, those ifftit^tuilons face^. 
to obtain an advantage JfcmSth 
therefore'' ^Ight : not .raise student fees 
aid to students even though other. Inst: 
response to student subsidies. 



FAIRNESS AND EQUITY^ 

Issues of f alrness^ and^jij 
tlons when evaluatli^. ^^f"" 
People may differ In ithep^, 
distribution of subsidy 
distributed through the 
^^ple probably bellevelf; 



><^ttid fully eS^^lolt the 
ivev*/ slgpl^lcsnt pressures 
dng educaStt^ services have 
s.. In\Al9K^o°« vith the 
argely through 
no longer be 
sts. At the same 
llments' may want 
8tudent;8. They 
e their financial 
were doing «8o In 




'MB ... 

fre aisb approprlatl'e^onsldera- 
fe education subsidy > programs, 
ent as to what constitutes a fair 
(whether or not the p^^ents are 
system). In general; however, most 
subsidies should be distributed 
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•ItWt (a) equally among all recipients regardless of incone or 
(b) progreasiv^y, with those with„«ore income receiving smaller 
subsidies than tlioseVirith less income. 

for ei^ample, t^e distribution of welfare payments may be 
considered equitable because the benefits are based on financial 
need^those with less Income but similar in other respects get 
larger benefit checks than those with more income. In contrast, 
G|JL Bill edw^tlon benefits and the insulation tax credit pro- 
^^SSed in Ftesident Carter' s energy program provide benefits 
without re^flrrd to 'income. Although G.I. Bill education benefits 
vary depeiadiilg on whether the veteran attends^school on a full* 
time or part-time basis and on the number of dependents the 
yeteran is supporting, thdse veterans in similar circtnistances in 
these respects receive the same amount of monthly benefits regard- 
lesOlof their other income. The insulation tax credit would be 
vsrlid in .accordance with insulation costs to the taxpayer, not 
witly respect to his income. 5j 

When subsidies are, distributed^ through the tax system, the^^ 
also be Judged also on the basis of how they affect equity 
^ong taxpayers who are similarly situated (horizontal equity) and 
imong taxpayers with different incomes (vertical equity). This 
Issue, however, has not played an important role in shaping most 
education tax allowance proposals, and tax policy has not been 
used as a criterion for evaluating education tax subsidies in the 
next chapter. Appendix B provides a discussion of tax equity, 
including consideration of when tax subsides for education may be 
appropriate and how such subsidies may be evaluated in terms of 
tax equity. 



HAIHTAINING INSTITUTIONAL DIVERSITY 



, A relevant criterion for evaluating alternative student aid 
arogrms is whether they rfre likely to have a neutral or nonneutral 
ffect on the competitive balance* between privlJlte- (independent) 



Strictly speaking, the benefits of an tn aula l ion tax cr edit 
.would 'be distributed equally regardless of income only if ^he 
fcredit is refundable. • The Administration-proposed ins ulatio n 

tax credit ±h not refundable. * . ' 
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and public Institutions. 6/ ATCh^Mjh Its effect Is dlfflcuU to 
farecast, a subsidy coiijd*^ affect tRfe proportlctn of students at 
public and private Institutions In two ways. 

First, a subsidy to students will lower tl\e net price of 
higher educatlqn— assuming ' that Institutions do not capture It 
through higher fees or other policies. 7/* Little can be said with 
confidence, though, about the net change In enrallments at public, 
and ^private Instltutloi^s resulting from a general lowrlng of the 
prlce'of higher education. 

Second, changes \ti the cost difference between public and 
private Institutions brought about by the subsidy can be measured 
either In absolute or- relative terms. If It costs $4,Q0b to 
attends a private cpllege and $2,000 to attend a public Institu- 
tion, the absolute cost difference Is $2,»000; In relative terms, 
the private school costs twice as much. A $1,000 student subsidy 
would reduce the ne,t price of attending these schools to $3,000 
and $1,000, respectively* Although this subsidy would jiot change 
the absolute cost difference, 1% would rj^lse the relative price of 
attending the private Institution to three times th^ price of 
attending the public ln84:ltutlon ($3,000/$l,000 ^> 3) . This 
Increase In the relative price of the private Institution may 
Induce some students to attend the public Institution whose 
relative price has fallen. • ^ 



6^/ Congressnian Barber Conable, Jr. (R.-N.Y.), for example, has 
expressed concern about' the financial viability of private 

' institutions. See Tuition Tax Credits , Hearings before the 
House Budget Committee's Task Force' on Tax Expenditures, 
Government iDrganizatlbn and Regulation 9,5 : 1 (1977), pp. 

• 19-25. In their recent study, Bowen and Minter . conclude that 
private institutions are holding their own relative to public 
institutions. See W. John Minter 'and Howard R Bowen, Private 
Higher Education; Third Annual Report on Financial and Educa- 
tional Trends in the Private Sector of American Higher 
Education (Association of American Colleges), 1979, p. 61. 

Tj When lnstitut,ions raise tuitions or redu<ie student aid, they 
benefit at the expense of students.^ If institutions do not 
change their tuition ar financial aid policies, students 
retain the subsidy and institutions may benefit from increased^ 
enrollnrents. >^ , - 
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'On the other hand, if the subsidy is a percentage of cost, 
the relative costs would remain the same as they were before the 
* subsidy, but^ the absolute cost difference would change. If, in 
, the above, example, a subsidy were provided for 25 percent of 
education expenses, trie net cost of attending the private school 
would fall to $3,000 while the net cost^of the public school would 
decline to $1,500. the relative price difference is Amchanged 
i (the private school still costs twice as much as the puBlic) , but 
'.the absolute cost difference is reduced from $2,0,00 to $1,500. In 
; gfeneral, subsidies which reduce the absolute cost difference (the 
^"tiiition gap") are lil^elj^ to favor institutions with higher 
■ .'• ' costs. ^ 

'■■ . . V ■ ■»y ^ • 

In short, flat amount subsidies increase th^M^elative cost 
difference and tend to favor public institutions while peicentage- 
^of-cost subsidieg reduce the^^^lute .Mst difference and -tend to 
. fdVor private institutions. ^-^Tflc ^next ch^pierf'wiU tiSi^i^ze' student 
sXibsifli^s in terms of th^ir impact on J^he absolute Si^L^elative 
' pric^ diflefence of tl^cse ^institutions. • < . / 



EASE 07 ADMINISTRAITIGN 




A desirable IpeJvSbt^ot an education subsidy program is ease 
of administration. JUi easily idmiiiistered program will generally/ 
involve fewer* admim.strative costs and shorter delays in the 
di'stribution of benA*its : . - ^ • 

/ ■ . , .. / ■ , ■ 

. A number of factors bear " on the ease of/administration. If 
eligibilitjt nfust be certified before payment of benefits, an* 
agency must pake the determination. Generally, direct spending 
programs ,hav|;. required' such agency* certification; In contrast, 
'tax programs give benefits,.^to anyone who claims them; "cert if ica- 
'tion"" is achieved subsequently by auditing a small percentage of 
claims. » * . , '■ 

Programs \that iiripose several restrictions on the eligibility 
. • biE applicants^ and on the type of benefits claimed wiLl require 
more diligent monitoring of the distribution of benefits^ This 
'monitoring will generally be more difficult to perform when the 
agency responsible for administering the program is not the 
agency most familiar with making the typ6 of evaluations required 

by the restrictions of the program. V 

**■■'• 

''/The tax system may be as efficient as other mechanisms for 

distributing sijbsidy payments wh^n .the subsidies are generally 



36 



ERIC 



,362 ; ■• 

■ ■ ' ^ ' t ' ^ 

available to most taxpayers,, when certdf icatioh of eligibility 
is not required, and when unfamiliar or . unusual . evaluations 
by the Internal Revenue Service are not necessary. Under these 
conditions, administration of >the program may be similar to such - 
routine functi'ons as the distribution of refund checks. When the 
subsidy doetf not have these features, however, the tax system * 
closes Its ability to operate as an easily administered distribu- 
tion mechanism. * 

The alternative subsidies discussed* in the next chapter will 
be evaluated in light of their potential for administrative- 
complexity. Where possible, differences in administrative diffi- /\ 
cultiep will' be indicated. ■ ^ ^ ^ 

' ■ . ■ ^' ' y • n ' ■ . ■■ *' 

-BUDGET nSIBILITY Aim COKTROLLABILITY: ^ 

-x. ■ ■ . ' , 

. •' • . ■ \. i , ■ .-■ ■ • ■ , 

The final standard that will be used t<i compare alternative 
student aid subsidifs is how visible and controllable a program is 
in the federal budgetary process. Programs that, are more visible 
than others are more likely to be subject to annual review and ; 
thus have a greater ^tential^iEor better control.^ • 



Despite a growing' recognition and understanding of tax 
expenditures, they are not /highly visible in the federal budget 
process, 8^/ and no procedure for regular review of tax subsidies 
has been developed. Unlike .most direct spending progransj tax 
expenditures are entitlements, which generally do not ^require 
annjkial budget authorizatibn and appropriations' and thus are not 



8/ 



The l^rst tax exp^pd^Ture budget was pu^)Xi,sl^^SJ.n ll^S. 
See^ U.S. Department ot<_the Treasury, Annual keport of the 
Secretary |f the Treasury for Fiscal Year 1968 ; pp. 326-AO. 
The Congre&ional Budget Act of 1974, P.L. 93-'3AA (July 12, 
197A) requrres that the President's budget include a list of 
ta* expenditures (Sec> 601\. The most recent tax expenditure 
budget presented by the Administration app^^ars in Special 
Analyses, .Budget ^ of the U.S. Government. Fiscal Ye£r 1978 . . 
pp. 128-30, Table F-1. The House anji Senate Budget Gommit- 
^- tees als<> present ' tax expenditure estimates. See'^. Fir-st: ' 
' Concurrent Resolution on the Budget for Fiscal Year 1978 , H. 
Rept. 189, 95:1 (1977) , pp. 109-20 and First Concurrent- 
Resolution on the Budget for Fiscal Y^ar .1978 ] T. Rept. 90, 
95:1 (1977), pp. 19-25. fiV 
. . *■ ■ ■ , ■. ■ ' r s *• 



363 



subject io the discipline of the ' budgetary pcbtess Imposed oa 
kost other progrsBSv ' v 

Advocates of student aid subsidies may not dellre high, 
budgetsiry visibility mi controllability — ^^hese features might 
lii<tease the likelihood that the subsidy vill. compete with other 
education programs for Cpugresslonal support andn.limlted federal 
^unds. This group therefQi^e vould probably prefer tax allowances 
(whl^h also may be attrao&Lif% becausjB some people .may believe that 
ta« subsidies really w%et involve the spending of federal 
funds). On the btherJq|^di^^^ those who wobld not benefi£^'£rom 
education tax allbvainces'om^ those whose main concern is maintain^ 
ing contTol, over the budgiet may prefer direct grants or other 
subsidy forms that are relatively more visible and cotitrollabl^ 
than tM-' allowances. ' .. ' . ' ■■•' .i'- '■ ■ •> ■ ■ 



CHAPTER *V iOLTBRRATiyE ' j?^RAMS OF i^D -^^Crtl HIDDLB-rlNCOME 

This chapter aoAlyzesr' five alteximtiye orechanica^ for distti- 
buting additilonaX federal aid ,ta' students or their families, 
especially those in middle^ it^come classes. 1/.. These mechanisms 
Include tax and nqntax. pro^rdns in the form of \,both grants and ' 
loans.' (A tabular overview of this analysis is provided in the 
' Summary.)' .' ' 



TAX CREDIT OK CREDIT/DEDUCTION OmONS . " . 

. Several different types of benefit : formulas and -eligibility 
criteria can. be combined to produce fj^ternatiye ^tax Credit and. . 
credit/ deduction plans for 'the expenses of high^tr* education . One 
option would be simply to prdvide a nonrefundable $250' tax credit 
fot every student, applicable tb^ expenses for t^^ fees, 
bo6ks, suppllesi and equlpihent. 2^/., V Another, po^gibii^^^ 
to g?ifnt ;,sn option to choose bctweep a* nonrefundable $200 tax 
creidit or a $1,000' deduction. Each ibf these two plans . cou^ be. 
poidlficfd to redtice reyenue losses and/or focus benefits, more 
precisely on mlddle-lncomfe families. . The specific modificati^sV 
considered here are (1) . rediiclng tt^e siie ol each; tax credit 
by 1 percent and t h e s i j^j^J. ip^f each d e d u'c t io n» b y 5 percent of 
adjusted fgross/ income abov^t?425 ►OOO and (2.) limiting "the size^df ' 



1/ Aa indicated earlier^ thi^ analyslQ does hot^addt'ess .the 
\ ' fundaidental issues ^f -whether additional* federal funds should 
be apient for 'higher educati6|i'andv i;f so,. Whether education, 
policy 1^ best served by focusing tlie aid oh students it| the . 
' middle* income groups. * > \ ' . ^ 

2/ V For this and other tax . options pohsidered in this chapter , 
it is asstpned thitt the subsidy will be. prorated £or part-time 
> students. Eligible students are defined to include taxpayers,^ 
^ spouses, ^ or dependents who mai^ at least: half ; of a 

'^11,'^^ at postsecondi^ry institutions of higher * 

v^^*^^^^ vocations^ schools; , # X ; v. :. 
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th« allowance for one-atudent faailiea to one-half the amount that 
can be taken for second and aubsequent students in a family 
vith tVQ or more students enrolled In school simultaneously. 



Cost and Distributiona]. Efficiency 

Table 5 showa that slightly less than half (49.4 percent) of 
the tax savings from a nonrefundable $230 credit costing about 
$1.7 billion would to taxpayers with incomes between $10»000 
and $25»bOO, and 37. ^.percent would go to families whose incomes 
excee<j^ $2S»000. Table 6 shows that* under a nonrefundable Jf 
$200-tax-ctedit/$l,000-deduction option costing about $1.9 bil- 
lion, siiddle-income families would receive a smaller proportion 
(41.7 percent) than under the $250 credit plan, but those having 
at least $25,000 of income would receive more — 48.2 percent. This 
shift in the propo^rtion of benefits from lo%^- and middle- income 
f lilies to upper-income families occurs because tax deductions 
are worth more than tax credits to those in higher income tax 
brackets and are worth less than credits, to those in lower tax 
rate brackets. 

If a general $250-per-8tudent 'tax credit were n/duccd by 1 ^- 
percent of the taxpayer's adjusted gross income al^ojvc $25,000, th^ 
cost of the program would be lowered to $1.4 b"^.ion. Middle?- 
incone families would get '-59.6 percent. No ta^u^^r earning more 
than $50,000 would benefit. 3/ I- 
:^ V "'. 

The cost of a nonre^ijndable $200-tax-credi^l/.$liobo-5deductit)n 
program of the same sort but with 'the credit phase^d down by 1 
percent and the deduction phased down by 5 percent for^ each dollar 
of adjusted gross income above " $25,000 would be^ijS.'3 billion. 
Those earning between $10,000 and $25,000 would get^58. 4 pejtpent 
of the tax savings. Families earning more than $45»t500 would not 
benefit from this option. 

Instead of phasing down the allowances for incomes above 
$25,000, the size of the credit or deduction could be reduced 



2/ A family Jit Jwg more thi^n $50,000 would benefit from a 
. credit if th^credit wete not phased out on a per-student 
basis and if the family had more than one member in school at 
' the same time. See Chapter III, footnote 7. 
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DISTRXiiiTXON Ol^^KNlihTS UNDER A NONRirUNBABU « 
JIT OP 12^1^ COStXNG APPROXIMATELY Jl. 7 BILLION IN 

TUR;9ia^/ 



Adjusted Groit Income CMlit 
Jl^olXmf in Thousands) 



• 


0 

O-IO^ 


10-25 


' 25+ 


All Groups 












Aggregate Benefits 


• 






'St • 


(DolUrs in Millions) 


' 223 . 


831 


628 


^1.682 3 


Percentage of Total 










Benefits 


13/v3 




37,3 




Average Benefit 








Per Eligible 










Student (Dollar,s) b/ 


U3 


160 


213 


174 


»- 


1 




• 





^/ CBO est inate based on data from the U* S* Bureau of The' 
Census; data from the U.S. Office of Education, National 
Center for Education Statistics; data supplied by'^tloseph 
Procmkin, Inc.; and tax Mata published by the U.S. Departmem( 
of the Tlj^sury. Internal Reveni^ Service. 

* - ■ t> . • 

bj The average ttenefit for students viAt fjimily incomes abov; 
$25»000^is greater than that for students in the j^g* 
$25»000 income class because those in the higher Income <^roup 
are more likely to attend school on a full-time basis. The 
average benefit for full-time students in both of these income 
classes would be $250* Many full-time students with fj^ily 
incomes belou $10*000 would not get the full credit because 
the fmi^ily's iax liability is less than $250* 
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tmS 8UI AMD DISTRIBUTIOM or BDIErm IWDER 4 $20(M:REDIT/ 

. $1,OOO^DB)UCTIOII OPTION COSTING APPROXIMATELY $1.9 BILLION 
BKXION IH FISCAL TBAR 1978 ml ^ 



< 



Adjusted Gross Income Class 
(Dollars in Thoueands) 



O-lO 10-25* 25+ All Grodt)8 



Aggregate Benefits 
(Dollarfl^in Hlllions) 



188 



777 



899 



1,864 



Percentage of Total 
Kneflts ' 



10.1 



fc41.7 



48.2 



100 



Average Benefit 
Per Eligibly 
Student (Dollars) 



120 < 1 150 



305 



192 



ml CBO estimate based on data from the U.S. Bureau of the 
Census; datim from the U.S. Office of Education, Hati,onai 
Center for Education Statistics; data supplied by Joseph 
Froomkin, Inc.; and ^ ax data published by the U.S. Departifent 
of the Treasury, Internal Revenue Service. 
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by half for the first student « family has enroHed in school, 
with the higher aevel retained for seconded* subsequent students 
enrolled in sthotfl at the same time* This woulS. reduce the total 
cost of the plan: rfvlibstantiaUy since only about one family (Jut oi . 
seven vith' students in school has more than one student in school 
at the same, time*. 4_/ (To take care of families who have students 
attending school back-to-back rather than simultaneously, eligi- 
"bility for the higher subsequent-student benefit might be extended 
for a period <^ time after the first student graduates,) 

This restriction on benefits would lower the total cost of 
the tax. credit plan to $1.1 billion. It would also change the 
distj^^^iution of benefits somewhat. Families earning between 0^ 
$ 10,0^0 and $25,000 would get a slightly smaller share (47-2 
percent) than under the unrestricted credit plan, and those 
earning more than $25,000 would get a slightly larger share 
(|p..8 percent). This change in distribution occurs because 

. • h^h-income families are more likely to have mdre than one student 

r}^^l^'v0chool at the same time. 5j 

ri If 'the tax credit/deduction option were modified in the same 
ij^way. the total cost of the plan would be lowered to $1.2 billion, 
{'.•Vwlth 39.1 percent going to middle- income families and 52.0 percent 
''■^rftlb upper- income families. > 

■ •. 

Fairne ss and Equity 

The tax credit optfon is more appropriate than the credit/ 
deduction option for those who believe that subsidies should not 



A/ U.S. Bureau of tiieT Genius, Survey of Income and Education 
(Spring 1976). ^ • , 

5/ Ibid. If thi^ Zqm of t^x allowance were adopted, low-income 
T" families "Ho cuct«ntly cann* t afford to send more than one 
Btud^aV to Pchool at t**/ a<ime time might become able to do so. 
To the extent that suth beft^^ior is induced by the allowance, 
low-incomi fami^i^Q wo-^4 gtc somewhat more than 12.0 percent 
of the beJef/taT 
0 ' 
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^# l«rg«r for thoi* with higher incomes, 6^/ If, because of income 
ditttlbution consideratioiis, one prefers a more progressive 
distribution of subsidies than that provijled by a simple tax 
eredltt then the tax credit that is phased dovn for families 
with isdjusted gross incomes above $25,000 is more appropriate than 

. thk one Which is not. Reducing >the size o fi'* the allowance for a 
f sally's first student produces a less progressive distrll^ution of 
benefits than that realized under the sipple tax credit since 
ttiose in higher income groups are more likely to have more than 
one student in school at the same > 

AH . ■ 

Msintaining In^^itutionsl Diversity ^^^^ 

The tax . credit and credit/ckldud'tion option^ presented above 
may have aii^ adverae impact on» th/^competitive p$>Bition of the more 
expensive private schools because they do not reduce the ab^lute 
cost difference of attending these schools biit do raise thdi 
relative price of attending private institutions (s^ ChUpter 
IV). The reason is that they provide fixA dollar benefits 
rather than benefits determined as a percentage of qualified 
expends. 7/ <^ , 

^The modified' plans that reduce the^size o^^he tax^allSvance 
for the family'^s firsti strudent or p^se down -thev^llowance for 



(S/ As indicated ip footnote h/ of * Table 5, the $250 tax credit 
plan would provide^ the sanm^ averfgey-befkef it ($250) for (lull- 
time students in both the middle- and upper* incomeftji groups . 
f Many full-time ^students wit^ fam^y * incomes below 'MR^lO, 000 1 
however, would not get the full $^5^0 credit because the 
* familyvs tax liabff.ity*is too low^ andi^^e credit is not 
^refundable. « * * ^ W . 

Ij Kb indicated in Chapter W, an example of an allowance that 
would reduce the absolute cost dif ferelHce between high- and 
low-coat schdbls but would not change the relative price 
tifference is a tax^redit (or credit/deduction option) equal 
: to 25 percent 8f quAified ^pensea. An allowance which would 
generally reduce the relative cost of attending a high-cost 
institution i# one which applies only to expenses above some 
level, ^y $500. • 
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tlMlM «arQi4Bt M|r«M)iiiii 925»00O «0tiI4 hsve less of an inpsct on 
tte XWp#UtlYf b«Uac« b«tM and private schools sisply 

bee«ttMr liith Mny atudents' eligible oopLy. for reduced allowmces* 
fever etudeifts iiould exp«^ienee as much change in relative prices; 



g«ae of >^ ^p<«rrMttQn 

f t, Zhe ease of adainistering an education tax credit 
deduction program defends mainly on the extent to vhicf 
tions, are impos^. Therefore, Ae relatively unreatt 
credit ' and credit /deduction plans pffiinte<i above, rank^ 
higher in terms of administretive ease than, do*' tlie modif i^ 
thet depend oii the family's . incomSv^V on th<, numher of ^t\i 
family^ has in school. The differ^eei hovevet, ^s pro^ 
. great.^ The* elf ective monitoring b£ any of these tax al^ 
of course* would require the IRS to verify, that students ' 
allovapces have been claimed are in fact< attendihg school ,oill\ 

•at leaet e halfrtlme bests. 




Expenditures,* sin' 
1 rank: low in 
ty. The tax 
8ubsidi«(f in 
y as direct 
allowance 
ill students^j^^ 
•requirements. . 4' 
rjl^^ because \ 



Budget Visibility and Controllability 

\ Bvea with, Ae annual report! _ 

ejucatioq tax cr^edit or credit/deduetioci»^| 

terms of budgetary visibility and cont 

eiCpend!iti£re concept; is still relatively 

general /tend not to receiye as much review^ 

subsidies: ' More importantly, however i < 

is an ent;itlement program that provides beni 

who qua\|fy. Once subsidy amounts and el 
^^J|ave bef4^^"established,* progrto costs cannot 
*^hey ar^iot subject to fixed appropriati<A 

BASIC ED UGATIONAL OPPORTTJNI# GRANTgr >; - ^: -^j^y 'f;, • ■ « 

■ ' Another way to provi|e ii(i|<rrstud ent aid gf)i; . .^Jjr^ 
group would be to expand th^; Basic Sducatioria|,'^^ Gftfctt?'' 
(BBOO) program that is curriixtiy^ 4es ' 
l«oderate» income studeriii. i/^^Mne ojptiQiu w^^ 

l1t((*nc«H-sucl)i. ^a* Supplei^ehtal. . ■ >^ 
' " WbrlrfStiMiy >r6gri^ ^ii 



57 Sther needs-tested stiiheS^ 
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size of th« sMisuB aWrd to $2>lp0, 9,/ and to reduce from;. 
30 percent to 20 percent th^ share of "discretionary income" abovey/ 
$5^000 that a family, is. expected to contribute toward thjfr finan- ' 
9ing of higher education costs. IQ / Al^though' these program 
changes would increase th^ymnount of aid going :y,to those already 
receiving BEOGs* the chanjls vould also' extern! benefits to 490»000 • 
middle-income students who npw do not quali^P because their family 
income is too high. W 



Cost and Distributional Hff^ciency 

Table 7 * shows that «t^f a^ove-described changes in^ the BEOG 
program would cost $S12 million. Approximately 72 percent o'f^ these 
additional fimds would' go^*.to flnilils eariiipg between $10,000 and'*' 
$25,000» whi>fe*familie§^ earning more than $25,000 would receive an 
insignificant share'. This option ranks higher, in tetms o£ distti^ 
butional efficiency, tha^* the ^j^ax. allowances discbssed earlier 
since middl^income students woul^ get a larger share of total 
additional benefits^, 11/^ ltie\\pul^ be noted, hoifever, that fewer' 
students (including titose from middle- income families) would 
benefit from these changesi^in the B£Ocf program ^han from the 

coul^be changed to include 4i greater; number of mltfiHe-incom^ 

;hls 



9/ 



st^ents, A broad approact^ of this sort might gi^f a mor^ 
c<kiplete coverage to neejy middle-inf^6 students, ^ ' ^ \ 

The Education Amendments* of 19^^ raised ceiling cm ht\x^\ 

maximum award from $1^400 to $J!,^00. ^Fiscal year 1978 alwrj^ • 
. priations for the " BEM^ progrM, however^' Will effectively ; . 
limit the maximum awar*tto*$l,^00 ^ILthis year. ; , . / • \ 

• .« -i ^ % / 

10/ Discretionary income is basically ai^usMl gross incom^ plus' ^ 
transfer payments minus both ^edejcjil taxes and^^^e. amount^^f 1*^ 
income needed to sustain 'a fam^l^y' at the P^^^^M level. 

11/ A change in the BEOG 'pr<fgr A» th4t '^||||^r1^' 

the expected contribution rate on disc^retionaryimcome but\ 
^ does not raise the BEOG » ceiling ^ould-^bst $155 million. 
Approximately 87 percent of thcSe additional fynds would go 
toi^middle-income students, Lp contrast, a^hans^ that raises 
the\BBOG ceiling from $1,6to $^,1Q0 but JKt does not^^f 
lower the contribution rate j^uld co^t $694rtLii^tocL of •which 
only 65 percent would go to miadle«>inbome flSientisM , 




tmE 7/ DISTRIBUTIOH OF ADDltlOHAL BBNEFIT8 FROM RAISING THE 
.-^ TO $2,100 AND tOWERING THE FAMILY 

>,COirrRIBUTIpH RittE FR0Mj30 to 20 PERCENT ON DISCRETKWARY 
INCOME ABOVE $5,000 a/ 



Adjusted Gross Income Class 
(Dollars in Thousands) 

r : ■ — — ^ — " — ' ~ " ■ 

0-10 10-25 25+ All Groups 



Distribution of ^ 
Additional Benefits 

(DoUars in Millions) 224 588 — 812 

Percentage of 

' Additional Benefits 27,6 72;4 ' — 100 

Average Additional 

Benefit ?eir ^ 

Recipient (Dollars) b/ 163 383 — 279 



a/ CBO estimates based on simulations with the U.S. Office of 
Educafipn's BEOGs estimation modej., updated December 1977. 

hj To estimate how the incremental $812 million would be distri- 
buted among recipients on ^average, it was assumed that the 
average award for new beneficiaries would be the same as the 
increase in award size for^ose already in the -program. 



tan;: allovances discussed above since the eligibility liniit^ations. 
in tlfts BEOG program are more restrictive, 12/Vffhe tax allowances 



would provide benefits to all students attrSnjf^nig colL^g^^n at 
least a half-time basis. In contrast, the BEOG p^gran^ restricts 
. 'benefits^. to students who can demonstrate financfij. ti^^ on the 
basis- of college costs and expected family contribution^,^ ^ 

^iji • r 

The average additional award associated with these changes 
in the tfiEOG program would be larger for tHp>e in the middle-income 
class* than for those with low family incoSfes, althAggh lov^ income 

>| students would continue to receive larger overlQIT awards than- 
those g^ihg to middle- income students, 13/ Two reasons accountv 
for this putcome. First, very few students with family income 
below $10,000 will benefit from the reduced contribution '^ate 
on discretionary income above $5,000 since the discretionary 
^ncome of most families dn this group is less than $5.,000« 

y Second, many Ip^^lncome students now eligible for BlSOGs attend 
relatively low-cost schools \and would not benefit^^fully^ from an 
increase in the maximum awardNfrom $1,600 to $2,100 because of a 
program restrictloo^ that limits the award to one-half^ the cost of 
college attendance,' 

Middle-income students would benefit from both program 
changes to a much greater extent. More of these students vould 
benefit fiilly 'froq the maximum award increase to $2,100 .because 
their attendance at high-cost institutions makes«the halfrcost of 
'attendance limitation on BEOG awards less likely to be binding* 
Middle- income students alsp .would benefit more than low- income 
students, from the redaction from 3,0 to 20 percent in the fraction 
of discretionary income above $5,000 that a family is expected to 
contribute, ' 



Fairness and Equj.ty , 

These changes in the maximum •BEOG award and the expected 
family contribution would not result in a uniform distribution of 



12 / Eligibility requirements of the BEOG program are outlined 
in Appendix A, . 

13/ Under a BEOG program with a $2,100 maximum award and , a 20' 
percent family contribution rate on Income above $5,000, the 
average awards would be $1,135 for thc^e with Incomes below. 
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additional fundi among, recipients. Students in the middle- id^ome 
group would get relatively l«rger additional average benefits than 
those in the irfw^income group. In this respect, the distribu- 
tion of benefits resembles 'that resulting from the tax allowances 
discussed earlier. 1^/ If la somewhat more equal distribution of 
subsidies than that resulting from these BEOG program changes is 
considered pore equitable^the share of discretionary income above 
$5,000 that a family is expecteid to contribute could be left 
unchanged at 30 percent when the m#xiiaim BEOG award is raised to 
$2,10(J. 

Maintaining Institutional Diversity ' . . ! 

For all students whose BEOG awards would, not ..1)e limited by 
the half-cost-of-a^endancc restriction, the; pW^*". cltanges would 
provide the same amount of funds regardless of the tyi>^ o£' school 
attended and thus would raise the relative cost of attending a 
hig^^.cost institution, although tjie absolute cost difference would 
ranain unchanged. For students whoseCawards are restricted by the 
half-cost-of-attendance limitation, the program, changes generally 
would lower the absolute cost difference of. attending a .high- 
priced private institution. In this case, the relative price of 
attending a private institutidn could g\a up or down, depending on 
Vow mucli the half-cost-of-attendance limitation restricted the 
size of grants for those attending public institutions. 



Ease of Administration 

An expansion of the BEOG program of the sort described, here 
could be accommodated by the existing system without substantially 
changing the nature of program* operations. This mode of distribu- 
ting more student aid to middle- income families necessarily would 
share the administrative problems associated with the current BEOG 



$10, ODD and $784 for those with incomes between $10,000 
and $25,000. 

14/ As indicated in footnote b/ of Table 5, full-time students 
in the middle-income group would receive an average benefit 
' pf $250 under the tax credit plan. Many full-time students 
with family incomes below $10,000, however, would not qualify 
for the full credit because the family's tax liability 
is less than $250 and the tax credit is not refundable. 
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protprlHft. l^ctftti^^ detection of fraud mxi other abuse** 15/ 
It .«oi^ a greater adsinistrstive bUrden than the tax 

suoiinio^ discussed abbve siUice more ben^f ijPclainit' ^e verified 
un^er thii BEQG progreoi than 'under th^ tax systemi' where only a 
very s«all percentage of retupi# is Audited. ^. 

Budi^ilt Visibiiity and Controllability * . , 

Changes in the- BEOG program would rank high in terms of : 
visibility ^nd controllability/ Since^ the BEOG p^rogram is a 
direct spending program, itSi authO^rationS, appropriations, and 
outlays are reviewed snnually in the course of the budget process. 
According t6 th^ BEO#legislation, the annual cost of ^he program 
can be kept i^ thin Appropriation limits by reducing the averiage 
award sire/ ma practice, however, when. total grants have exceeded 
appropriations,^ .the , policy gen^^rally adopted has been to request 
supplemental appropriations rather than to reduce subsidjr amounts. 
This course of action has resulted In less ^hardship for students 
and institution administrators. N 



STPPKHT LOANS 

If the Congress decides that loans rather than grants should 
be used to provide more assistance to students from middle* income 



^UGl 



,15/ The extent of fraud and other rfbufi^s in the BEOG program is 
not known. A study conducted^ for the Office of Education 

. concludes .that "the degree of income misreporting [fraud] is 
small and the impact of misreporting is minor." Applied 
Management Sciences for the U.S. Office of Education, Valid a* 
tion of Student anf Parent Report Data on the Basic Grant 
Application Fotm , vol .VS^ (November 23, 197j(|^, p. 6,.. Other 
abuses in. the program include students' enrolling in col- 
lege, receivkxig basic grants, then dropping out ,of college. 
See Karen Winkler, "How Much Fraud in Basic Grants for 
Students," Chronicljg of Higher Education (April 4, 19-77), p. 
11. Program administrators indicate that when fraud and 
abuses have been discovered in the BEOG program., steps have 

. been taken to curV^g^ti^ (tielephone conversation with peter K. 
Vaigt, former' Direclk)ra of the BEOG program, January A, 

' 1978). \ 
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£«mllle8, an expanslon^of thft current federal loan programs 
might be coniiidered. Direct federal loan^ are now made through 
the National Direct^ Student Loan Program (NDSLP) ; most, nonfederal, 
loans are guaranteed under the Guaranteed Student Loan Program' 
(G^kpFy which was established in '196S specifically to aid middle- 
Incjpne ffimilie8'^|v^6 face liquidity problems. If it is considered 
deilirabre to mih^fize the structural changes in ^ the existing loan 
'programs, ^then the GSLP is probabl^ better suited to direct 
additional 'assistances to middle^income and upper middle-income 
atudefits. Becaurle of its needs test, the NDSLP focuses relatively^ 
more assistance on low^income families than does the GSLP, which 
has no strict needs test. 16/ 

. TheJiOucation Amendments of 1976 made more middle- income and 
upper oMdle-income families eligible for GSLP benefits by raising 
from jfl3,p00 to $23,000 the ceiling on adjusted famii}»y Incomes 
that 'qualify^ a student for . federal payment of ' interest, charges 
while the student is , in school. 17 /* Also the 'total amount of 
loans a student can * borrow for un^rgraduate training* Was in- 
creased from $7 »300 to $10,000, while the total available . for 
undergraduate and graduate training combined was raised from 
$lO<,OOOfto. $13,000. is / These changes will not only provide, an 
"in-scho1l^l*' interest subsidy to more middle-income families and 
allow each! student to borrow more but are also expected to result 
in a greater number o^loans made to this group. . 

'Fhe6retical ly r any student can obtai^n a 7 percent loan 
under the GSLP even if the ^tudent's family ^^income makes the 
student ineligible for the In-t'aichool in tersest subsidy. In prac- 
tice, h^^ver, only about A percent of all ^oans have gone to such 



16/ Under ^e GSLP, howeyer, an applicant is required to verify 
that the funds will bei' used to finance . education expenses. 

17 / Justification of Appropriations Estimates for Committee on 
Appropriations, Fiscal Year 1978 , revised vol. 2, p. 183. An 
adjusted family income of $25,000 corresponds to an adJ^stedA 
groiss income of approximately- $31,000. The higher- Income/ 
' ceiling will extend eligibility for GSLP benefits to about flt5 

petcent of all students (CBO estimate). 

18 / Justification of Appropriations Estimates , p. 185. 

^ ■ ■ , ■ 
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studenf . 19/ ; The apparent reMoh ia that baoka refraiA from ' 
making many loana to students Who do not qualif^r jEor the in-achool . 
Ititerest ' 8ub8i4y. because it ia mote coat],y and difficult to 
.obtain interest Vpaymeata frooj many ii*igidual atudehta while they 
at% in school than it ia to collect^ntereat paymenta from one > 
aource---the ^o^eirtMent. If this is, the caae , fextending the \^ 
in-school interest subsidy to |hoae %H.th family incomea ranging^ . 
from $15»bo6 to $25,000 ahould reaul't in more atudent loana going 
to these families, ^ 

9^ The beneflta to middle-income and upper middle- income fMii- 
liea reaulting from th^^976 amendmenta probably could be enhanfpd 
most by encouraging banka to increaae . the amount of^ guarantjM&d ^ 
^ student loans (GSL6) in the^r loan portfolioa. 20/ A acarcity pi 
GSLs is now a major sh^rfSEomirig of the GSLP/ More GSLa might ^te 
provided by lenders if their net jrate <of return on GSLa were 

increased. ' ^ 

,•>■'. _ ■ . • ■• . 

" in addition tx). th^ 7 'percent^ v.rate now. chatg.ed on Q|5Ls , 
lesnders receive d "special allo^rice*' from the government when 
market interest ratea are high. The apecial allowance . (2 7/8 
percent for the fourth .quarter of 1977). 2^/ ia related to the rate 
on three-month Treaaury aecuritiea and can be aa large aa S 
percent. The net rate of .return on GSLs, however, ia reduced by 
the high cost; of complying with adminiatrative procedurea. * * 



19/ U.S. Office of .Education^ Analysis of Student Borrower and 
Loan Characteriatica; Guaranteed Student Loan Programs , Draft * 
(January 1974) . 

' ' ■ ■ . ■ ■ • ( 

20/ Somewhat higher benefita for middle- income atudenta could 
also be realized through federal payment of some 6f the 
interest costs liow^ borne by . students and by f urther rala^ng' ' 
(or eliminating) the limit on- the 'amount of funda thai a 
student can borrow. For those who believe that 'atudent aid » 
. ahould be" extended to familiea with adjusted groaa incomea 
above $31,000, raising the ceiling on the amount of family 
. income that quaiifiea a student ^ox the in- school int^rerft 
aubaidy might be an attractive alternative. 

1X1 Source;. U.S. Of f ice Education. 
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Tht n«t t«t« .of return to bankii could be improved by increas- \ 
ing the ^xat« charged to atudenti- (although-this would • reduce the ^P^- 
• tudeiit's sub^s^idy), by raisli^ the' special allowance, or by 
tedu^ng the bank's administrative costs. Increases in the basic 
rate imd the special ^llowancd have been considered by the Con- 
gress; The Office of Education has implemented some procedures to 
reduce administrative costs, such as centralization dnd automation 
*6f recordkeeping and' repprt filing, , Greater efforts in these/:; 
^reas might -induce banks to provide more student loans, ' \ 

* ,■'■*'.• ■ • , ■ 

': • ..." v^'. ^ . ' 'ti , . 

Cost and Distributional Efficiency 



^. Fiscal yearl97^ f€ideral outlays fpr interest and ISefault ^ 
payments on GS1,8 amounted to $447,6 nlillion,' 72./ The volume of 
Ipan^ m<ide in fiscal year 197j7 was $1.,47 billion. Since data on 
the effect pf the W76 amen.dments on the volnime and distribution 
of GSLs among income groui^s is not ayiailabl^, quantitative state- 
ments cannot be' made aboJt tTie benefits accruing to middle-income' 
families. Banks have. wid<^ discretion^ in determining the volume 
Of loans they will provide and to whom the loans will be made. 
Quantitative ^stim^^es of their response (and that of student 
borrowers) would neces'rfari^ly involve arbitrary assumptions, 
' .-' . ■ ■ .* ■ • . 

As I no ted abpve, thpugh,Vit seems reasonable to expe^t^.tfiat 

.^"tii i d d 1 e- income and, u p per . midf l€i- iticorae "s t ud en t s' wi 1 1 rec eiv e a 
a(|batantially . larger portion wpf GSLs than before. This outcome 
wbuld result from the extension^ of suWidy . eligibility to these 

•families and f ygm a tendenc^i^ fo^r ba^ to* favor students in the. 
middle- income groiip if such stud entsV are tWught to have a lower / 
default rate than those in lo^^-income. groups / The effect of these 
fictOTS ofi the amount of aid goihg- to middle- income, families 

. would ;be magnified if. the willingness of lenders to provide a i 

^jlarger vplumieVc^ ,<JSIiS were intreised. , • 

Fairnea^'^rid^Rgjuity % - 

Since all. qualified students ;are potentially i^ligible for 
loans of the same size and atikth^'j^^^^ Interest rate, this GSIiP V 

22,/ ' Of the total, $305 million' was 'spS^nt for inXerest payments, 
and *$ 14 ? , 6 mil lion was spent on (Jef aul t paym«i ts. Source . , 
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option would be conside^red equitable by those who maintain that 
education, subsidies. should be distributed equally among all 
recipients,' For those who believe that *a progressive distribution 
of benefits is more equitable, a loan program which charges lower 
interest rates td those with less income might be preferred. (The 
NDSLP currently extends loansc-to lov^- .and mQderate-incom# students 
at ah interest rate of ^3 percent.) 

Maintaining Institutional Diversity 

Guaranteed student loans make^ available the same maximxmi 
amount^ of funds to students attending private and public institjjp. ^ 
tions although the amount ' borrowed will generally depend oji^j^he r. 
amount of expenses incurred* Students who do borrow the maximvnn'" 
amount ' in either case will not experience^ an absolute doldar 
change in the current cost difference between high- and low-prided 
schools, but the relative out-of-pock^t cost jof attending a more 
expensive private school will' generally rise. If students c^ld 
borrqy as much as they' want rather than the fixed dollar limit now 
allowed, this option w6uld not^ necessarily affect relative prices^ 
slnce*students could borrow, enough to cover- the^ same . percentage of 
costs at either type of institution. In*, this case, the absolute 
difference in current costs' would be reduced--a result that would 
probably favor private institutions. Of course, , except for 
^interest payments,- GSLs do not— and would not 'even if - the program 
were expanded— al^er the long-run cost' difference between public 
dnd private institutions. \ ■ " 

I ■ f . . ■ ■ . 

Ease of A dministration ' . 

• Changes in the GSLP that provide more benefits to middle-' 
-income and upper middle-income students are not likely to increase 
the administrat.ive protflems^f the program* foremost of which is. a 
Kigh. default rate on GSLs (12.5 percent in fiscal year 1977) . 
In fact, if these students^ prove to have lower default rates,' 
administering fhe GSLP could become easier. • • 



• U-S. Office of Education* Data on administrative costs were 
not available when this report was completed., ' 

— ' This 12.5 percent default" rate on QSLs excludes defaults 
resu]!ring from deaths and disablements. Source: U.S* 
Office of Education. y 
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Budget Vdsibility and Controllability ' * 

• Guaranteed student loans are moderately vis^ible iA the 
budgetary process, . but are not very controllable t Unlike . tax ^ 
expenditures, outi|iys tot the GSLP- *( interest and default payments 
and administrative costs)* ,24 /# are -repotted^^ under< phe 'education, 
function in^he budget and are subject to the . rev^^ev^nd scrutiny 
given to other direct outlaysV The federal gov^g[«ment , however , 
is obligated to make interest, and default payments for. Whate^r^r^, 
volume of GSLs that lenders supply« In . thi0|^^spebt7'\-they are 
like education tax allowances. But since federa.!^' outlays f or 'GSLs . 
are only a fraction of the liquidity b^ef it s^ Provide by loans, 
each\dollar..of federal funds Supports more/lthan a 'dollar o-f^^ 
student benefits, In contrast, eac^^ollar ofjMiax allowances and* '^''^ 
other typesjjof grants costB Che goyemment motje^^an a dollar when 
' administrative <costs are taken itito jaccount, ^ 
• '. ■ ' ■ ' ' ^ Mi /' .• ' 

LOilNS TO PARENTS . • • ' . ' t • ■ ^' -^T ^ ' ,. ■ ■ ^ . 

' — . / ^ . \ « , ^■>; . 

* If the 5.976 changes in tij^e^^GSLP. and increased ^incentives for 
banks 'to expand their volume of guaranteed student^ jXof^s fail <^ to 
promote enough stud^t' loans to satisfy- the li^idity needs^ of 
middle-income families, another xourse^of action might t>e t(5 
establish a loan program^for pareats« A loans-to-parents prb^rcOn 
would assist, those families now . unable^to obtain a GSL« ; Such 
families may find it difficult to get GSLs because their incomes 
are too high for them to qualify for the federal in-s^hool inters 
est subsidy. Another reason is that; banks ^ay be reluctant to 
leiid to students whose default tabes' are high and whc^^are oftei|u>.' 
difficult to locate when repayment is. overdue. Loans to parents 
would also help families who need more liquidity than the .^iiafiual - 

maximum of $2,-500 per student now offered under the GSLFl;.^'' / / ;C 

■ • • / ' 

A loans-to-parents program might offer l9ans ofr as mu<^r sB. 
$5,000 per year for edch student the family has.^^rqlled iti^a^ 
postsecondary institution if education expenses r^qt^i^ed thi^much 
borrowing. The repayment period could be set ^bmewTOre betk^n 5 . 
and 10 years,. ^'with monthly payments bf in'feet^^R^and prSmcipal 
beginning immediately after the loan is madey -Alternatively,. 

' -^lir » ' * ■ ■ ■■ 

^ 2A/ The Budget of the, United States Cjbvernmerit Fiscal Year 
. 1978. app., pt. I, p. 3A1. / 
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if more relief while the studept is in, school is desired, ^repay- 
ment of . principral . could ,be p^ostponed until * some time after the 
student ^finishes college". An-lntercst rate df between 8 percent 
and 10 percent could be^ charged, perhaps varying withvthe length 
of thft repayment^ period. ' If'.no collateral were required, a 
federal guarantee would undoubtedly be needed to inchi^e most 
private lenders to participate, and during periods of high intter 
;est rates, a supplemental federal ' interest payment to lenders 
might be trec^ssary' to insure an adequat^ supply of capital 
Generally, though, private lenders 'might b 
guaranteed loans-to-parents, program 'than t/p 
loan^ to .parents are like!^ to incur 



ieWei 



more attracted to a 
he current, GSLP since 
administrative costs 
ts. 



iddle- income families 
cult for them to pay 



and a lover default rate than loand ^o s 

Althdugh n^ny ipiddle^income and uppe 
have liquidity problems that make it diff 

large, lump-sum 'education costs, 25 / these^amilies generally have 
sufficient incomes to m^kiftjnonthiy payments on^long-term education 
loans. • In cotitrast, rec<^tly graduated students are less likely 
to hav^ sufficient income to repay tAeir*GSLs. , * 

■ ■ 7 ■ ' •■" . 

* Curr^ently 17 colleges and universities participate in a 
coordiinat^d system of "Parent Loan plans." 26 / Under th id -pro- 
gram, nongua^anteed, ndnsecured loans expected to average $4,000 a 
year are prdyided by^ the institutions to families with incomes 
generally betW^n $^0»000 and $60»000- "interest rate charges 
range between ^nd 8 1/4 percent. The repayment jeriod is 
generally betwee^/ six and eight' years, with repayment of both 
interest and principal made in monthly installments beginning soon 
after the loan is made. 



Cost and Distributional Efficiency ' 

The' federal cost of. a loans-to-parents program would depend 
mainly on ,the size of supplemental interest payc^fiQts to banks (if 



25/ , The largest ass^t for most families is their house, and many 
homeowners are reluctant to apply for second mortgages,^ 

26/ See Karen J. Winkler, "Private Colleges Weigh Loans To 
. Parents Earning- $20,000^ to $60,000," Chronicle^ of H'igheg 
Education , March 21, 1977, p. 3. fhef Office of Education 
sbaf f also provided inforjnation about *this prograd. 

f / 
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th^s-grrpgrAa's success required such payments) ' £(nd on the number of 
defaults. the interest rate charged to parents were signifi- 

. cantly higher . than the 7 percent rate now charged on GSLs, smaller 
\ supplemental interest payments would be needed during periods of 
Vvery high interest rates. Federal interest payments for each; 
iiollar of loans to parents would aIso be $ess than under the/ 
current ^GSL^ since under the program outlined above the government/ 
• would not be Assuming /tespons'ibility for the payment of -interest 
charges^ whil'e the student is in school. ' » , / 

The federal' cost per dollar of l^oans to parents alito might be 
expect^' to be lower than the $>,24 per doliar \>f loans disbursed 
under the GSLP thus far, 27/ since default ifates would probably be 
lower when p^ ents rather than students are liable for toans. 

' The; share of-.' loans that would go to middle-income families 
under ^a ,loans-to-parents program ±sr difficult to estimate. As in 
the case of the GSLP, the outcome would depend on which families 

^'decide to apply for It he loans and on the decisions by b^nks 
regar<ling^,the amoui>f of loans to make and to' whom they will go'. 

'rA° indicated above, though,^ a loans-to-pa;^ents program could prove 
succe4$4»l satisfying the liquidity needs of those middle- 

income families who nch/ qualify for GSLs but who cannot obtain 
these loans becau8e'^pf^r|aluctan<S:e^ of banks to lend to^* students. 



Fairness and Equity 

s . .. ' ■ * . ^ ■ ' 

Since all families in the t^t^<^t group would be eligible for 
the same amount of^loan, a gua^^nteed loans-to-parents option 
would.be considerled fair by phafee who believe that educatijan 
, subsidies shourd be distribut€id Equally among recipients. Tlv^e 
who maintain that subsidies 'sitould be distributed progressively 
might prefer a loans-tp»-parents;prdgram,tKat reduced the amount of 
guaranteed loan that ^those with relatively high incomes could 
get. \' ' - 

Maintaining; Institutional Diversity ' 

,As in the case of the GSLP, tJfie effect of a loans-to-parents 
program on the cost differences between public and private insti- 
tutidns depends on the amount that 'a family borrows. ' A program 

i ' . : ■ 

■ M ^ • ■' 

27/ iSourte: U.S. Office of Educati 
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vthat 6 f £er8 annttal ' per«r8 tudent loans of as ouch a^ $ 5 » 0 00 wouid ' . 
,]^rovlde fandlles^^ completely | finance cd^tcf ; 

^atr*^ither t^e.ibf institution In all but a few caaes« If, parents 
borrowed enougn to coyer the .same percentage of costs at public; 
and jgr^At'e^ l]3|«tlt^ tlTe dollar difference In | current costs V 

*°^lMffl^StSy*^^*^"'"* result that would probably favor private • 
^■^iSHSSSM Of .course, except for Interest payments, a loans- 
^^iraSHnuw^^^ would hot^ alter :the ' long'-run cost difference' 
blHIHHHHc and private Institutions* 



Itratlon 



to ' adttfiv 

is^^i ' 

cas&.of 
^ located J 



and 



Budg^ATls 



ed ioans-*to^parents program Is J.11cei7 to be easier 
lian tKe ^SLP* The de';Eault rate on loans to parents. 

leas th^an the- default^ rate on, GSI^, and In the, ' 
sht payments, parents* are likely to ^e more easily [ 
iTnfiajcted' than are lf*ecently graduated ;StUdpnts« |* 

y and" ContrAllablltty . . ' ' 



iteed ioans-to-parbnts program^ would have ^ about the 
aame. ■ y anl Mj^ jis . ^he GSLF- cln ^erm&^ of budget visibility and con- 
trol llb'il^^u' lilke tt\e 6SLP, federal Interest payments , default 
playment^, and administrative costs\ would be * reported * und£r the 
edacation function In the • budget. \Tfhe federal outlay^ .foi^- tjie / 
program, therefore, wbiild be more visible; than th^ federal' i:evenue.' 
1 oases resulting from a. tax expenditure p;f6gl:am«^ Like the . 6SI^> 
hpwever, a ,loans-to-parenta> j^rogram would be' an entitlement - and 
t^hua less controllable thsn j^i^^ct spending programs^ that caif be 
Bubfjected* to a f^jfii, celling ; through the appropFlatlon^ process^ 



DEFERRALS FOR KDUCATION E)&>ENSTBS 



j i\i Another way to provide additional' 4*1 d to middle-Income 
^fl^tudents and .their families Is to allow taxpayers to defer (or ; 
'postpone) a portlop\ of / thelr^'c^fcax payments', to . flndort^e' education 
lexpenses , including room and board as well as., tuition costs* This 
Itype^ of ta^ Allowance is essenttt-ally a loan which us "made ayall- 
'ablethrough^the tax system. - * ^ - r ; . 

An' example of oneiiposal^sle tax deferral plan to fallow the 
t^^ayer to* p6stpo|ie the payment of as.. much^ as §1^300 of .taxes per 
student ^ch year while the student Is in school^ with i lifetime 



••tiaxltium 

&;ei||i^ year/ aftet gracfuati^ and ah 

of percent tcot^d be chai:^ (This iiiterest rate • 
[y .is th^ same as that|charg^ to stutteiits u(nder|t^^^ GSLP>) . 



Coat- a nd DliBtributional Efficient 



/ Tl|J>Ife- 8 'shows that the st^rt-up cpsts of this tax deferralV 
^ ^ - " '-ilii6n--suBstantially greater than: 

options dlisqussed above. 28/ The net annual 
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p^pgraA would be about $8.8 J)4 
th^t Vf the other options dxiscj 

tost ^-howeyer, ; would becoine minimal 'Jafter 10 - or 15 years, when the* 
pt o^ram \^as in oper at i on 1 ongj ' diough f p r, r epaymen t s t o b e in f ull . 
■ stiihg*; * Th er e af t e t . t h e . T r eajs ur y ' s o u t f low wb u 1 d ex c eed i t s ^ 
* • ' S^fljfjw ( Ptily to the, extent of' 

gVowtH ija the number of borrowers ' and delinquent payments ^^.^ince 
* * the\ 7 i&rcent; inter^sj: charge approximate the rate oh long-terih 
treasury 1 securities, the Treatury «would have little or no net^ 
• interest* cost urtlesa its borrowing cqsts^fise. ' 

' . Table 8 also shdjws the diJtribution of tax deferrals result- 
ing from this planVAjproximatcly 53 percent of the deferred taxes 
woiad benefit families earning? between $10, OaO and $25,0.00. This 
'program, thus, distributes fuAds to middle- income families sbme- 
'vltiat mor^ effi'cif^ntly than^do/the univ^dlfied tax credit or credit/ 
dieduc^ion options but less /efficiently . than the expanded BBOG_ 
'^rbgraml Lik^ the <6 ther loin programs , though, the much larger 
aveiage ben^'fit (in^the: forrf of iiquidity)^ provides more meaningr 
ful rfj^i^f than that real izett under these^ other programs. 

■ ' . ■* ■ . '. '■ 
Fairness ahd Equity 

If • one views tax deferrals simnly as a mieans of distributing 
subsidy, tfien tax. deferrals may be ^^considered equitable .tto^^ 
tent t^jt Jthey allow some people to obtain loans that otherwise 
gtit not be available to them^ Large tax 'deferrals, however, 
ide /larger loans to high-income taacpayers who have a suffi-^ 
t'tax liability |.Co take full advantage of the (leferral. -thus 
who believe that subsidized loans for education ^purposes 




28/ Tf it is decided that start-iJp ^st.s should- Be* lower, .'the 
size of th€| dfeferrSlTcbuld be reduced! * * 
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* TABLE « . DISTRIBUTION OP iaBNEPlT& OP A TAX 'DBPERRAL PLAN? v/r 

. V P POSTPONEMENT ;0P' $1,500 OP TAXES ANKkJALLY 

■ PER' STUDENT ■ a/ ■ '■'.'/]■:! 'y -'-^i-.' " . . 







— '. ~ — '■ ' ' — '. ^ — .\, •, . ■ ~ ~ 

V vAdjuBted, Gro8B Income Class ^ v 
(Dollars in Thousands) - \ 






* '0-10 10-25 25+ All Groups. . 4_ ^ 

■ : '• ' > ' ' ' ' ' • 



Aggregate Benefits V 
' (Dollars in Millions) 

.'^Percentage of Total ^ 
Benefits ' ^ ^ 

' Aviirage Tax Deferral 
Per Eligible-' ^ 
Student (Dollars) 

■f . • . •■ .■ 



^ 41.7 

^> ■ 

^ ; 4.7 
286 



V'4,648 3,767 
.52.6 ^ 42.7 

897 1,278 



8,832 • 
100 



911 



-a./- CBp«estiin£ite ba^ed on* data from the .U.S. Bureau of the Census; 
data from the- U»S. Office of* Education, National Center fpr: 
; . Education, Statistics; Mata .'supiaied^ by Jos^eph Prdomkin,1 
Inc.; and' tax. data published by thfe U.S. Department of the 
j 'Treasury, Internal Revenue. Service. - / , ;■■ • , 




tild be distributed equally among all recipients might consider 
defer ral,8 .'less equitable than subsidized loans that do not' 
(lepend^on the -i^fvldual'a tax liability. ■ 



kaintainitig instltutloriaL Diversity , 

* Thl9 tax deferral plan would provide the same amountvof 
liquidity tOr students attending private and public^ 'institutioni 
whose charges for tuition, room, and board total . at least v$l, 500;' 
in this, case the plan .would not change the absolute, difference in 
the. /jc(ur rent costs of atbtendlng these two types of schools! A 
$1,500 -tax 'deferral, however, would produce greater ; percentage 
i^eductions in the^. current costs of attending public institutions 
that charge ^iess 'than private 6nes and therefore would 'result! in a 
'Relative increase In the current costs of attending most private 
'institutions. (At^some public institutions', the tax , deferral imlght 
finance education costs completely.) Of ^course', except for 
interest^ payments, a tax deferral does not alter the long-run cost 
diffei^entlal^ of high- and low-cost schools because the tax loan 
eventually must^ be repaid. , / 



Easef of Administration - • 

! "7^ — . P ■ . ^ 

■f- A tax deferral for education expenses would.be more difficult 
to f administer than a general education tax credit .or credit/deduc- 
tion plan with similar eligibility limitations' since' a tax defer-' 
ral./plan would involve more recordkeeping. Bor example, the 
specific option described abovep^wo.uld r&quire records to be kept 
by the IRS f-or 15 years or so to insure that th4 entire tax 
Idall' is repaid. If the payback period were shortened to avoid 
this .'Shortcoming, the benefit to taxpayer's ^ould be reduced 
accordingly. . , * ; ^ * • . 

At present, 'records are generally kept in the IRS computer- 
system for only t^iree years. (Records going back more than three 
yea^s generally are not maintained in the system but are sent to 
Federal Record 'Centers, which are less accessible.) For t;he IRS 
effectively to inpnitor a tai^ deferral program with a . long -payback 
petlod, the Service' would need ready access to records for a 
M:io<^ mui:]K longer than three^years. Substantially increasing the 
kee^ng capabilities of the IRS computer system <<would- be 
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ebstly • The recordkeeping chore would be* further . complicated by 
^.the.fatpt t;hat tlKXp&yers chisnge residi^ frequently « 29/ 

Bodget r Visibility and Controllability - ; . ; 

A tax deferral'^for higher education expenses ranks low iii 
teras o£ budget visibility and .controllability4 Jti this respect it 
is li^^ credit* a "credit/dedliction option, and other tax 

expenditures that hav^ not* 'yt^^bcicome' subject to as much review 
an^ scrutiny a^ direct outlays and which, because they are en- 
titlement: programs that provide..^sUbsidies to ^11 who qualify,* are, 
not subject to fixed ceildngs on appropriation's. 

. .In addition, as In the case of other loan programs the 
a.ctued . magnitudi^ of f:ax deferrals tends to be less visible -once; 
the program has be^ in effect for some .-time and repayn^ts begin > 
to of fset new def^rralst * 



29/ During the 1970-1975 period, 4i-3 percent of 'the population 
four years and older changed residejices witl)in the United 
States. Source: U.S.' Bureau of the Gfenstia , Current Popula- 
\ tion Reports , Series P-20, no. 285. 
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^p'endix'a. brief description of tax expenditures ANDv ^ j 

OTHER STUDENT Aid PROGRAMS 1/ 



^ ^ Federal aid to atudtenta ia provided"^ in the form, of tax 
expenditure8r\grant8,* direct loans, and loan guaranteea/ Tabi'e 
A^rl liata* the major programs. ' ;' > \ 



The Exenytion for Stutrent. Dependent^ allows i atudent to be 
claimed \;^a a dependent for tax put^^aes ey&i If he would otherwise 
be ineligible because he ia. over I9L years bf age br haa an adr 
Juoted gfoas -jUcome gt^ter than '$75^. This tax provision bente- 

. fies familfies who .have tax liabilitiUs land* children with earii- 
Ings. The value of ^ach $750 peraod^i exemption is/$525 for; 
families with, a top mj^rginal tax rate of^ 70 percent and $150 for 
^ familiea taxed at the median'.marginal rate of 20 percent^ In 
addition tp a $750 '^exemption, a $35 persotial tax credit can be 

VcJ.aimed for each student. ' , »• . 

The Excluaion of . Fellowships and Scholarshipa benefits 
thoae students who have taxable income or whoae'^apo^ea hJve 
taxable income. The value) of; this exclusion varies with the aize ' 
'of the award and with t^e marginal tax rate of the taxpaying 
' unit. \^^^0^ ' ^ 

The Exclusion of G.I.' Bill Education Benefits aid thoae 
veterans who chooae to attend school. The benefita of thia 



II Tax expeildi^ure^- for higher education are diacuased more 
fully in Committee 9n the Budget, I>.S. Senate, Tax Expend i" 
tures: A Compendium of Background Material on Individual 
Provisions . 94:2 '(1976). Federal programs of direct aaais- 
tance for higher education are described in House Committee on 
Education aitd Labor and the Senate Committee on Human Re- 

- aources, A Compilation of Federal^ Education Lawa: As Amended 
Through June 30. 1977 . 95:1 (1977). See, alsa, Congreaaional 
■ . Budget. Offifce, Postsecondary Education:: The ^Current Federal 
Role and Alternative Approaches (P^ebruary 1977); Veterana' 
' Administration, Federal Benefits for Veterans and Dependents* 
(January 19 77); and Congressional Budget Office, Social 
Security Benefita for Students (May 19*77) ^ 



TABLE. A-l. MAJOR STUDENT. AID IN-THE FORM OF , " ■ 
, TAX EXPElroiTURES AND FEDERAL J^UTLAYS a/ 



Tax : Expend ixure 8 



Direct Outlays 



Exemption for Student 
Dependents 

. :\ '■ ■ . 

Exdusibn.pf. Fellowships 
an4-Scitoiar ships 
y' ' ■ * . • . 

Exclusion of G.It Bill 
Education Benefits 
. ' ■ ■ _ . , .• . 

Exclusion of Student 

. Social Security Benefits 



'Basic Educational 
Opportunity Grants 



Supplemental Education 
Oi^pbrtuiaity Grants 

Work/ Study Programs 

* ' 

National Direct Student 
Loans . 

Guaranteed Student 
Loans 



G.I. Bill EduQ^ation 
Benefits. 

Student Social Security- 
^ Benefits 



y^. The budgetary costs of these^^programs and their distribution 
.y^ among, income groups are presented in Tables 1 and, 2 of thfe 



text. 
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•estclusion are distributed among income, groups in apprpximatel;^^the 
'^ay actual payments, are distributed except tha^t^ the* varlue><3f the 
exclusion will Vary with the marginal tax xbX^^^^' r^e. recipient. 

The Excluslo\i of Studept Social Security Benefits assists^-' 
those fi^milies in which tKe head of household ^is d^sabled/^tj^ 
tired^ or deceasexl» and in which there is a student 18 to^^Zl^-y^^s 
old. The benefits of" this tax exclusion are distributed among 
income grooips in app^ojfimateiy the way student so.cial' security 
payments are distributed ^except that those; in;<^omewhat higher 
Income groups w;ill benefit somewhat more because: 'o£ their higher 
marginal tax- rate 8- • . ; V * . l^^^-'^ - - 

. . • ^ ■■ - •■ ■ - .•• . : ... 

Other Tiax Expenditores , than those^^ discussed above assist^ 
students indirectly by providing/ aid £o educational institutipns. 
These.- include the deductibility ^*tff gifts and bequests to edu- 

''.cational institutions,- the exclusion ^of unr-ealized . capital gains . 

-on thi^isje charitable contributions the tieductibiiity .of. state and. 
local tax'es. used for higher educatiSnf, and the exenfption of 
interest on, state /and local highey-education borrowing, \ Asidex 
from tuition charges, ■ charitable contributions and nonfederal 
government support. are the primary sources of finance, for institu- 
tions. To the extent that tax expenditures promote - charitable/ 
contributions or make it easier for states aiijd: local gove^tf-- 

. ments to taise revenues, they" assist students b^'allowitig inatTitu- 
tipns to rely more' on these .:i3ources of finance tjban on in^eas'es . 
in'T:uition ahd other ' charges • c i ' 

i. . Basic Educational Opportunity Granttf^ were established in 1972 
to provide aid cto students" who are carrying at least •hal^^pf a- 

\ normal full-time load at colleges, postsecondary vocational 
schools, and technical/ trade institutions. Student eligibility is^^ 
based . on heed as determined by an annually reviewed foWula that 
takes into account \such factors as* family income^-'^assets, tlxes, , 

. number 6i wage earners, and family size, >The amount of each ^ 
qualified "student's . grant is equal to /the lesser of (1) $1,800 
minus the -family' s expecrted contribution .2^/ or (2) one-half the ^ 
cost of attendance. Eligible . students may receive basic gracrtr^ 



2j Appropriations for t±Q<ist1^ year 1978 effectively reduce the' 
maximum award from $Lv800 to $1,600'^ A famiily is expected to 
contribute 20L-percent of its discretiohai^y incomeyiip to $5,000 
and 36 percent of discretionary income>-above $5,000, ' 



m: \. ■ .■■391. ; ■■ ■■ . : 



\- 



^;fc^4wrdi fit- fout^^ eligibilijty is sometimes 

/"'4'exterided^o ^iye vyearai.-^ 

^/^■■v^-- =>:t'' • ■ ■ ■ . • . - ' :■ 

r.^- Stippiem^tal Educational Opportunity Grants (formerly called / 
-Educatfonal Opportunity /Grahts) were established in 1965. These 
: funds Hpibw through Inetit^ ta students pf exceptional f inan- 

^■zijaX'^-ii^^ . as determined by the institutioriB, under national cri- 
terlA.^^rT^ • size of the . grant is' based on the student' s *f inait- 

• cialxftW and. ranges fr<to $200, to the fcsser of (1) $1,500 per 
academic y^ar>or (2) one^half the tQtal financial aid provided to 

* 'the-8tudent by . the institution.. 

„ . " The College Work/Study program was started in 1965 to assist 
... finjancially needy students through part-time employment* Together 
^ %^th Supplemental Educational Opportunity Grants and National 
Direct Student Loans (discussed, below) they form "packages" of' 
aid by which; institutio»s assist students. Grants to institutiTons 
are authorized jEor partiail, reimHursement of wages paid to students 
. participating in a work/study program in public or private ^n- 
; profit organizations. Currently federal funds pay 80 percent of 
the student's wages, with the'remainder being paid by. the institu- 
tioiir the employer, or some other donor. v 

^httional Direct Student*Loans iyer^ established in 1958 and 
provide long-term, low-intere^st funds to needy students at eligi- 
ble postsecondary institutions. For this/ purpose, a revolving 
loan fUnd is created at each institution with 90 . percent of the 
capital provided^by the fedetal government and 10 percent by the 

* institution. Loan? .bear 3 percent interest generally .beginning 
nine months after , the student . ceases at least part^^^in^e attain ' 

; dance. ! / ' \ ■■■ 

The Guaranteed Student" Loan program was efttabiilshed in 1965 
to help students^ borrow. from private lenders to apply for trainitti 
. at colleges, universities, and vocational schools. v Loans, carry a. 
7 percent interest charge to the student and are either guaranteed 
by a state or private nonprofit agency or insured by tlie federal 
government. A -maximum of $2,500 P«r academic year ($5,000 for 
graduate training) may be applied for in most stated . if th^ 
education costs warrant borrowing tjiis amount. Total, loans 
outstanding may not exceed $10,000 for undergraduates and voca- 
tional students or $15,000 for students who extend their borrowing 
for graduate Study,. The federal government pays the interest for. 
eligible students while they are in school and during a 12-month 
grace period following completion or withdrawal from school. Any 
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student %iho8e adjusted family iricome is less than $25,000 (this 

corresponds to an adjusted gross income of about $31,000) is 

automatically eWgible-xf or tlie "in-school" subsidy , Over 95 
percent of all borroweVs. receive this si*sidy. ^ . 

The G>1; BiXl that currently, provides virtually all of, the 
v.eterans' education benefits was enacted in 1966 and covers those 
who 'served during "the peric^ February 1955 through December 1976. 
It grants up to 45 months of benefits for veterans enrolled in 
i approved courses of instruction. Under this program, the veteran 
* receives A monthly education assistance allowance thtft is intended 
to meet in part living expenses as^ well ' as-. education costs. The 
ambunt of the allowance depends on the number of dependents the 
veteran has and on whether school attendance is full time or part 
time; CiHciently those with no 4ependent8 who attend iachool full 
time receive $31^ per month. EIigi1)ility ^or these benefits 
tetends -for a • pe^od of 10 yeats af ter separation from service. 

The most recent education program assisting military person-^ 
nel .was enacts in October 1976 and covers those entering tHe' 
service, after December 1976, The new program differs from thft 
previous ones in that those wishing to participate must make 
contributions while they are in the service. The federal govern- 
ment matches each dollar of *a participant's contribution with 
$2 of government funds. , * r 

Social Security Sttfdent Benefits were begun in 1965 and are 
paid to 18-to-21-ycar-old, unmarried, full-time" student dependents 
of deadi disabled, or retired workers. Currently about one-eighth 
of all full-time enrolled 18-to- 21-year-old students draw such 
benefits, averaging over. $1,900 a year. Social security student 
benefits, are no.t .needs tested; rathei^the benefit is simply 
calculated as half that paid to a retired (or disabled) worker and 
three-fourths of, the amount that a ' deceased worker would have 

\ received as retirement benefits. But A3 percent of the student 
beneficiaries receive leSs than th€^ formula amount because 
of the family maximum rule that, in general, restricts totar 
family benefits ^o. no more than 175 percent of the worker's 

\ benefit, , ^ 
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^APPENDIX B . EDUCATION TAX ALLOWAlfCES AND TAX EMITY 



Educatton tax allowai|pe8**rai8C issues about tl^tax equity 
among individtf^ls similarly situated (horizoijjtal ^uity) and amwig 
taxpayers with different incomes (vertipal eqwity) . Educat^n 
expenses do ^reduce the amount of income j|^|B^i(^an be used for other' 
purposes, but it iiB not pi ear that such expenses represent the 
kind of reduction in ability to pay ^ taxes that is normally . taken 
into account in the tax code, '^e Imflications of e'ducation tax 
allOiyances for tax equity depend on «hat view of this issue is 
adopted. ^ ^ »• 

,^ In theory* involuntary and unexpected personal expenses that 
are extraordinarily large relative to income have a greater impact^ 
on, abili^^to pay .taxes and thud may have more claim to be treated 
as legitimate allowances kgainst taxes. C^ualty ' losses and 
extraordinary medical expenses ate good examples. A person 
generally haa little control* over "these outlays; 1^/ they usually 
are unforeseen .and sometimes ar,e catastrophically large. Because 
of the Mature of these expenses, the tax allowances provided for 
them receive fairly wide support as measutes that Improve tax 
equity. They help to relieve ^ardshipsw that would arise from the 
strict application of a tax on" economic income. 

It is. not clear that education expenses resemble casualty 
losses and medical expenses closely enougH to warrant special tax 
allowances . for tax equity purposes. Like an expenditure for 
medical care, an expenditure fot-tuition may be viewed by many 
taxpayers as a duty, /a high-priority expense to be borne for the 
benefit of • one' s children or other depeiidents. As such» they may 
be considered semi- involuntary in nature and deserving of a tax 
allowance on the grounds that^ to some extent, they represent, a 
nonvoluntary reduction in ability to pay taxes. But they also 
resemSle other semir involuntary expenses, such as those for food 
and s'helter, jEor which no deduction is. provided. Moreover, 
education expenses differ from mediclsl expenses and casualty 
losses in that the need to finance an education can almost always 
be anticipated far in advance. Finally, it may be argued th^t 



i/ Some medial expenses, such as tho^e incurred for face-lifting 
and. hair transplants, may be viewed as voluntary, however. 




education expenses are Inherently a more^ersonal type of consump- 
tion than are medicalj' expens'&s . and thus should not be given any 
tax allowance, ;2/ * ; 

If educatlcfti expenses are not considered to be a legitimate 
offset to taxes, then the adoption 6f an education tax allowance 
will worseji both ^orfzontal and >ettlcal ^equity* ' Horizontal 
equity w±H l)e adversely affected^ since 'two families with the same 
Income* wealthy and number of children will be subject to differ^ 
ent tax liabilities If one has children In college while thie other 
does not. 3^/ Vertical equity (fair treatment among taxpayers who 
differ^ only In Income) will also suffer since <t4ie p^bgresslvlty of * 
the tax structure will depend Th part on thfi. number o£ stii^ents In^ 
aj^famlly* On average, taxpayers with children In Allege are 
wealthier than most other taxpayers; thus the adoption pf >an 
education tax^ credit will also I make the tax structure *less jprp- 
gresslv-e^ overall. SomW may view reduce*d progresslvlty as a 
desirable' reform, but It ^6uld be proyldt^d In a mo^e stralgh t for- 
ward way b/ altering the tax rate schedule rather than' by provid- 
ing allowances for education expenses. - 

*• » . ■ 

Iff however, one adopts the opposing view, that some tax- 
allowance for education expenses Is^ necessary to achieve equity 
^moiig taxpayers based on. their ability to "pay taxes,, the only 
question left Is the form that the allowance should take* A tax 
deduction seems more consistent with this view than a credit* 
■ * . ' ' - ' ■' ^ • . ■ 

In our tax system, expenses that reduce the abllJLty to pay, 
such as casualty losses .or unusually- high medical expenses,, 
usually take the form of deductions* In this .wliy, the relation- 
ships among taxpj&yers with jHfi^tent income^- but the same ability 
to pay taxes arejnpt modified. * A credit, by^contrast, could. leave t 
a low-incoine taxpayer with modest educatlbn expenses better off^ 



2/ For a discussion of t|ie relation between education tax allow- 
ances and taxpayers equity, see* John K* McNulty, "Tax Policy 
and Tuition Credit Legislation: Federal Income Tax Allowances 
f or Personal Costs of Higher Education," California >L a W. 
Review , vol.. 61 (January 1973); pp. 36-ii2. 

'3/ If education tax allowances are focused on middle-iiicome 
families with childreii In school and are financed by higher 
^. taxes on middle-income families, the reaiilt is a transfer of 
income from one group of middle- income families to another. 
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than somedne vitli hligher 'income and note educ£|tlon expenses even 
though. It Is s^dpulated that the education eXpejnses'have left "^f^ 
both vitti the ^same ability to pay taxes, 

. If, for example^ Taxpayer A. lias income of ^22,000 and» e^yca- , 
tloh expenses of $2,000 while Taxpayer B has incolae of $2^,000 and X 
education expenses of $5,000, both have $2O,OO0 left after these,^"** 
. expenses -with which t^ pay taxes* Xf.^educatioh expenses are 
deductible for , tax purposes, -borh A and B would', pay the same tax. 
But if instead a credit is given for some portion o^^the education' 
expense^. Taxpayer A would end up' paying less than Taxpayei^ B even 
though it is asspaed that both have thA same ability to'pay, ^Thi6 
^eifample is elaborated in Taj)ie B-1. ' » 

/Some tax theoreticians have advocated 'education' tax allo\^. 

\ances not on the basis of ability to pay. tdkes but father ^to 
perfect the definition 'of taxable income, 4_/ "The tax law now 
allows businesses to .deduct certain expenses incurred in the 
production of ri.ncome, >]pheae include depreciation coste pn capital * 

.investment. It may be argued that ,the expenses of , olitain:|;ng a, 
college education*; at least in part, can also be viewe4 as ^costs 

--associated with the production of future income— an investment In 
human capital^-and that the current definition of taxable income 
should be changed to all6w deductions over%time of the portion of 

• college expenses considered to he' a form of investment, 

• ■ ■ ■■■■■..■■'/ - - . ■■■ /■ ■■ ■ 

If this view is adopted, then ta^ ^lowances to student8H--who 
will earn the income resulting fromitne investment-- would seem 
appropriate while"^ tax credits, deouctions., cTr deferi?al-8 for 
parents would not, 5j Deductions seem preferable because they 
reduce the tax , base to which the progressive tax rated are ap- 
plied,^ -Thus, deductions do not affect the progressiv^ity of the tax 
structure. In contrast, credits and deferrals of equal amounts 
reduce taxes otherwise due, T^iis reduction is not proportional to 
the progressive J:ax structure land thu^ changes its progressiyity, . 



4/ For example, see^ Richard xGoode, ^ The Individual Income Tax 
(Brookings Institution, 1976) pp,. 80-92, 

5^/ Education expend iti^res by parents, relatives, or friends may 
be considered giiEts, the value t)f which could be recovered 
free of income tax just as the cost of a depreciable asset 
acquired as a gift can now be written off against th^ recipi- 
ent' s income, 

. ^ 
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TABLE B«-I. COMPARATIVE l^lpCT^^F TAX CREDITS AND TAX DEDUCTIONS 



''Deduction 



"cr^i^ 



Taxpayer Taxpayer 



' B 



Taxpayer' Taxpayer 

A ■ ' B ■■' 



Iricome - 

Education; . 
•Qcpenses ' 

' i . . ift 

'Deduction 
Taxable Income 

Tax bef ore * ^ 

•/•'/Credii '. • 

. Credit (25X) ; 

. • ■ " . 
Net Tax 



22,000 

2,000 
-2,000^ . 
.20,000 

.4; 380 > 
^.380 



25,000 

* 

5,000 
-5,000 
20,000 

I 4,380 

' ■ ■*■ 

4,380 



22,000 25,0P0 



2tO00 



5,000 



Not applicai) 



plicabl^ 



o 



2a,pOO , 25J)00 

i ; 6,020 

i- -l,25o 

I 4,770 



1/ • 
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